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A Banker’s Diary 
Mid-May—Mid-June 


SEASONAL influences have recently predominated in the 
money market. Comparatively few notes have returned 
The from circulation since the Coronation, the 
Money inet _contraction in the circulation up to 
Market June 16 being only {1-6 millions. Mean- 
while, the War Loan dividend payment on June Ist 
ran public deposits down to their minimum, and also 
entailed Ways and Means borrowings of {9-5 millions. 
This has kept money easy and plentiful. It is ‘significant 
that the Defence Loan call of £25 millions due the same 
day took very little money off the market and did not 
relieve the authorities of the necessity of borrowing from 
the Bank. This is clear proof that the bulk of the Loan 
is held by public departments. Discount rates became 
firmer during June, market rates for three months’ 
Treasury bills rising to 3} per cent. This was mainly 
because the banks were reducing their purchases of bills 
in preparation for the end of the half-year. So soon as 
June 30 is passed, all the indications are that rates will 
at once sink to their minimum level of $ per cent. 


EarLy in June the foreign exchange market was in- 
fluenced mainly by the recurrence of the gold scare. 
The immediate effect of this was the 

The cessation of gold purchases in London 
Foreign for shipment to New York. The London 
Exchanges price of gold fell to the relatively wide 
discount of 73d. per ounce below the 

New York parity price, and the British authorities 
had to buy a large part of the gold then on offer in the 
London bullion market. The indirect consequence was 
a certain strengthening of the dollar against sterling, 
for few dollars then came on offer against gold shipments 
while the normal commercial demand for dollars persisted. 
Towards the end of June the gold scare subsided as the 
result of reassuring statements by President Roosevelt 
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and Sir John Simon. By this time, however, the new 
French crisis and flight of funds from France had begun, 
and as the French control was only buying francs against 
sterling, there were unsupported offerings on French 
account of sterling against dollars. Meanwhile the franc 
became very weak. The spot rate was held at Frs. 110, 
but only at the cost of heavy gold losses by the French 
Control. Three months’ francs widened at one time to 
Frs. 63 discount, recovering to Frs. 3 discount on M. Blum’s 
initial victory in the Chamber. On June 21, following 
M. Blum’s resignation, the exchange again became weak 
and erratic. The announcement that M. Chautemps had 
formed a Government caused a temporary rally, but so far 
there has been no permanent improvement. 


DuRING June there was held in England the first inter- 
national conference of commercial bank economists as 
_. distinguished from central bankers. This 
Commercial conference, which is believed to be unique 
Banking in character, comprised fifteen economists 
Economic. he : 
Co-operation 10 the service of commercial banks, drawn 
from twelve different countries, including 
Australia, Canada, the United States and several Euro- 
pean countries. The President was Mr. W. F. Crick of 
the Midland Bank. A considerable amount of prepara- 
tory work had been done, and at the formal meetings 
of the conference there were discussed such matters as 
government and central bank control; the operative 
relations between the central bank, the commercial 
banks, and other financial institutions; and the relations 
between the central banks and the public, considered 
more as a factor in shaping economic conditions. These 
discussions gave rise to numerous other discussions on 
matters of a more detailed and technical character. 
No attempt was made to reach any definite conclusion, 
but rather to provide an opportunity for an exchange 
of views. It is hoped that out of this initial gathering 
will emerge some arrangement for the permanent asso- 
ciation of the members of the conference. We can only 
add we cordially share this hope, for regular meetings 
of this kind would provide a very useful addition to 
the machinery of international banking co-operation. 


B 
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THE May clearing bank returns indicate a further 
strengthening of the banks’ cash ratios, for while cash 
: has risen from {229-6 in April to £232-8 
ue million in May, deposits have only increased 
from £2,252-1 to £2,255:1 millions. Thus 
the ratio of cash to deposits has risen from 
10:19 to 10°32 per cent. The inability of the discount 
market to secure many new Treasury bills early in May 
is reflected in the contraction of call and short loans from 
£176:6 to £168-2 millions, while the banks’ discounts 
only increased from {240-0 to {244-4 millions. Mean- 
while, the expansion in tender issues of Treasury bills 
has been considerably greater. Bank advances continue 
to grow, having risen from {947-0 to {952-4 millions. 
In view of this last movement it is not surprising to see a 
further contraction in investments from {661-5 to £656°8 
millions. Spending by the public before and during the 
Coronation may explain an increase from {60-7 to {64:3 
in “‘ balances with other items and cheques in course of 
collection,”” and also a parallel increase in “items in 
transit.” 


THE May trade returns show practically no change 

compared with the previous month. Imports stood at 

£83-1 millions, against {82-9 millions in 

o May, April, and {69-1 millions in May, 1936. 

4. Raw material imports amounted to £25-6 

Trade — ; — no. 

millions, compared with {26-0 millions in 

April, and {19-9 millions in May, 1936. British exports 

decreased by {0-3 millions to £42-7 millions, but were 

£6-3 millions above their level of a year ago. The 
returns are summarised below :— 


May, 1936. April, 1937. May, 1937. 
£millions. {millions. £ millions. 


Imports .. “ 69:1 82-9 83-1 
Exports .. a 36°4 43°0 42°7 
Re-exports is 5:6 7°3 7°4 
Total exports .. 42:0 50°3 50°1 


The adverse trade balance amounts to £154°4 millions, 
compared with £132-2 millions a year ago. 














France and the World 


S we write France is passing through the latest of 
A her political crises. To meet the continued 
financial strain M. Blum asked for plenary power 
over matters of finance, and while he carried the Chamber 
with him, he was defeated in the Senate. The dead-lock 
between the Government, the Chamber and the Senate 
proved insoluble and on June 20 M. Blum resigned. 
This was the position when this appraisal of French 
conditions was written. M. Chautemps has since formed a 
Government, with M. Blum as his deputy, but at the 
moment of going to press he had yet to meet the Chamber. 
Opportunely enough, the July issue of THE BANKER 
takes the form of a special French number. It contains 
a foreword by M. Blum himself, and a number of articles 
on the various phases of French economic life by members 
of M. Blum’s first Government and other recognised au- 
thorities. Nor are political matters wholly neglected, 
for that well-known writer Pertinax gives his views on 
international politics as they appear to a large section of 
French opinion, and he expresses them in no uncertain 
voice. Whether M. Blum returns to office or not, this 
issue Of THE BANKER constitutes an important survey of 
the French position at the end of the first Popular Front’s 
Government’s year of office. It gives the background of 
this new crisis, and enables the reader to appreciate the 
underlying forces. 

It is not always easy for a foreigner to understand 
French politics and economics, but on the principle that 
the onlooker sees most of the game, the foreigner may see 
points which escape the notice of the French themselves. 
France is essentially the country of the Revolution. 
Rather more than a century ago, a new class began to 
grow up, a Class of small independent farmers, manu- 
facturers, traders and property-owners ; and the industrial 
revolution of last century developed in this atmosphere. 
Narrow-minded and provincial they may be in some res- 
pects, and it is always essential for the foreigner to 
remember that Paris speaks with one voice and the 
Provinces with another. Yet France does not only look 
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inwards. Asa glance at the following pages will show, 
she never forgets that she is the Western buttress of 
Europe—she never forgets that she relies upon overseas 
commerce for a large part of her needs. She always 
regards her Empire as a duty as well as a necessity. On 
the other hand she remains an agricultural nation, a 
country of peasant proprietors. Her whole foreign com- 
mercial policy depends upon the basic fact that the 
adequate protection of her agriculture must come first. 
Finally there is the fear of Germany—justified in 1870 
and again in 1914. Politically this may have led her 
into mistakes, as fear always does, and it is arguable 
that had it not been for French policy immediately after 
the war, Germany would have given her less ground for 
fear to-day. As matters stand, howe ever, this fear governs 
her political and financial relations with the Little 
Entente. It explains her heavy expenditure upon re- 
armament at a time when the burden is almost insupport- 
able. It is also the one unifying force which in the last 
resort always holds the country together when political 
passions are running at their highest. 

Except at the height of the 1929 trade boom French 
post-war history has been one tragic sequence of budget 
deficits and chronic financial instability. It is important 
for the foreign reader to realise why this should be so. 
First the French machinery of finance differs in many 
ways from our English machine. There is no sharp 
division between central banking and commercial bank- 
ing. There is no widespread use of cheques or even of 
banking accounts. There is no money market on the 
London model. There is no system whereby any surplus 
funds in the hands of the Government are automatically 
and immediately returned to the banking system. Con- 
versely there is no way in which the Government can 
automatically and unostentatiously borrow from the 
banking system to meet its daily needs. 

Judged by British standards, the French financial 
machine continuously creaks. In some ways too, it 
has to carry a heavier load. France has had to meet 
the cost of the last war and the reconstruction of the 
devastated areas. To-day she also has to meet the cost 
of rearmament and of the new social programme. All 
this has to be met out of a national income which has 
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been depressed by the war, by the post-war inflation 
and by the trade collapse and deflation of 1929-36. 
She has to do all this in an atmosphere of distrust, born 
of the inflation of the early twenties and the devaluation 
of 1926-28 and fostered by the financial losses and diffi- 
culties of recent years. She has to carry on with a 
monetary and banking system which makes uneconomical 
and wasteful use of her gold reserves, with a fiscal system 
which has never succeeded in preventing tax evasion, 
and with an absence of confidence which is only too ready 
to translate itself into a flight of capital abroad. To-day 
the country is starved of liquid funds, of working capital, 
and this is the bane both of Government finance and of 
the general trade and industry of the country. 

It is easy to blame M. Blum’s Government of 1936-37 
for essaying their programme of reflation and social 
reforms in such unfavourable conditions. It is less easy to 
justify such censure. Our British crisis of I93I came 
comparatively early. We were able to take it in time, to 
reform our finances without delay, and to carry through 
reflation after we had established an atmosphere of 
confidence. But suppose that there had been no sudden 
crisis in 1931, and suppose that the Labour Government 
had dragged out its full term of office into 1934. Would 
it have been so easy to restore confidence after three 
more years of deflation and unbalanced budgets? 
Would it have been so easy then to defer reflation until the 
budget had been balanced and confidence restored ? 
After all, the balancing of the budget does not only 
depend upon rigorous economy and public goodwill. 
It also depends upon an adequate national income. 
If deflation has been carried to the point where the 
national income is patently inadequate, then reflation 
and financial reform may have to be undertaken simul- 
taneously. The task is much harder, but there may be 
no alternative. 

Again it is easy to blame M. Blum for not deferring 
his programme of social reform. Undoubtedly he has 
moved very fast, and his ideals may have run ahead of 
what is safe or practicable. Yet many of the proposals 
in his programme were simply bringing French labour 
conditions into line with conditions now taken for 
granted in England for over a generation. Nor must 
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we forget that M. Blum was faced with the dilemma of 
either carrying through his programme without delay, 
or plunging the country into widespread social and 
labour unrest. His choice may have created a certain 
and harmful lack of confidence among the property- 
owning classes and have been partly responsible for the 
continued flight of capital. Yet had he chosen the other 
way, the resulting disorder might well have been the 
cause of a still more serious deterioration of confidence. 

Considering the plight of France just over a year ago, 
the marvel is not that serious difficulties have since 
occurred, but that she has done so well. Nor must we 
forget that to some extent she is the victim of outside 
circumstances. She was not to blame for the depression 
of 1929 onwards, she was hardly to blame for the 1931 
depreciation of sterling which turned the franc from an 
under-valued into an over-valued currency, nor was she 
to blame for the changed attitude of Germany under the 
Nazi régime. We should not, therefore, criticise, but 
rather consider what we can do to help. It will be in 
our own interests to do so, because no-one in England 
cares to envisage the consequences either of a fresh de- 
valuation of the franc or of the imposition of exchange 
restrictions by the French authorities. Neither of these 
possibilities can be described as entirely remote. 

The first move was taken last autumn when the 
tripartite monetary agreement was signed. It was only 
the first move, and subsequent moves have still to be 
made. Can England, France and other countries as 
well do anything in unison to liberate and revive inter- 
national trade? The difficulties are formidable. We 
have our obligations to our own farmers and manufac- 
turers and the Dominions, the United States has to think 
of the interests of its agriculture and industry, while 
France cannot neglect those of its peasant proprietors. 
There is nothing to be gained by ignoring the existence 
of these obligations, or by saying that the ‘pledges behind 
them must be broken. Yet some move forward must be 
made, and some bridge found between present obligations 
and the pressing need for reviving world commerce; and 
it must be found in such a way as to prove to those 
directly concerned that they will gain more than they 
will lose. This is the task before us at present. We are 
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all agreed in principle, we can none of us see how to 
translate principle into practice. If we can solve this 
problem through frank and friendly co-operation, we 
will all benefit, but no-one will benefit more than France. 
A strong, prosperous, contented France is a necessity 
to the peace of Europe and the world. We must not 
only understand France’s troubles, but help in remedying 
them and our own as well. If this issue of THE BANKER 
assists in this direction, it will not have been published 
in vain. 


The Popular Front Government 
and the French Economic 
Situation 
By M. Léon Blum 


TT form a fair judgment of the record of the Popular 
Front Government during its first tenure of office, 
regard must be had both to its original programme 

as well as to the exigencies of the situation it had 

to meet. This means that in considering its actual 
achievements, they must be compared with what the 

Government desired to do, what it discovered that it had 

to do, and finally what it was able to do. 

The Government’s primary need was naturally to 
bring to an end the state of crisis with which it was 
faced. This implied the revival of the French economic 
system which had been weakened by five years of depres- 
sion. More precisely, the workers had to be brought 
back into full employment, production had to be made 
remunerative to the employer, and security had to be 
restored to all classes of society. The Government, 
however, did not intend to rest content with the mere 
rescue of the country from the depths of the depression 
and the restoration of the years of relative prosperity 
experienced after the war. It desired the restoration of 
prosperity, it is true, but it also wished to combine 
prosperity with justice. This meant the elimination, as 
far as possible, of all the inequities of the present economic 
régime, leaving only the utmost possible measure of 


justice and well-being. 
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The order of priority which the Government had to 
assign to the different sections of its programme was 
determined by one over-riding condition. The Govern- 
ment found the workers of the country weighed down 
with a burden of misery and insecurity, and it was 
imperative that the more legitimate of their claims should 
be met without delay. This explains the introduction 
of the social reforms of 1936. While there is no doubt 
that temporarily at least they inflicted a new and heavy 
load upon French industry and commerce, we must 
equally recognise that they saved the country from wide- 
spread labour troubles which would have had more 
serious and lasting consequences than those of a tem- 
porary increase in costs. 

The Government also had to meet the needs of the 
external situation, for security abroad is as essential to 
France as peace at home. This meant that French 
public finances not only had to bear the crushing burden 
of the cost of the last war. They also had to provide the 
means needed to protect France’s frontiers and to enable 
France to fulfil her international engagements. 

To sum up, the Popular Front Government placed 
three objectives at the head of its programme. These 
were economic recovery, peace at home, and security 
for France in the world at large. 

If we survey the results already achieved during the 
past year, I am prepared to maintain that they are far 
from negligible. The gradual deterioration of the French 
economic situation in the direction of a succession of 
crises, each more serious than the last, has been arrested, 
and a substantial recovery has already taken place. 
French prices have been brought back into equilibrium 
with those of other countries. Internal peace is assured, 
and France can now regard herself as one of the coun- 
tries of the world where social unrest is least acute. 
Monetary collaboration with England and the United 
States has been established. Thus we are now in a 
position to embark upon a large-scale programme aimed 
at a solution of the fundamental economic problems of 
France. 

There are two ideas which J should like to put before 
the English public. The first is that monetary stability, 
the revival of international trade, the restoration of 
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the free movement of capital, in one word, all that 
we mean by economic liberalism, are a vital economic 
and political necessity for France. No French Government 
can escape from this basic fact; the second is that the 
obstacles placed by vested interests in the way of the 
return to economic liberalism can only be overcome by 
the active support of the French people. Only by 
enlisting this support can a French Government find the 
power to defeat the blind forces of economic and political 
nationalism. 


French Public Finance 
By M. Philippe Schwob 


Secrétaire Général de l'Institut scientifique de Recherches ‘conomiques 
et sociales. 
HE war and its aftermath completely disorganised 
| the public finances of France. During the twenty 
or so years that have passed since the Armistice 
there were only three, 1927-29, in which State revenue 
exceeded State expenditure. Nevertheless, there remains 
a fundamental difference between the deficits of the years 
Ig19—25 and those of 1930 and after. The first were used 
mainly to finance reconstruction in areas devastated 
during the war. The authorities might have been less 
extravagant and might perhaps have relied more on 
taxation, but on the whole any hope at that time of 
balancing the budget was impossible. The extra expense 
was met by the creation of paper money which was 
naturally followed by currency depreciation. Stabilisa- 
tion in 1928, which reduced the gold content of the 
franc by four-fifths of its previous amount, was meant 
to establish a permanent economic equilibrium between 
France and the outside world. 

Stabilisation de jure was preceded by a period of 
stabilisation de facto to find out how the new parity 
would work in practice. Once the “ extraordinary ”’ 
budget was abolished, the Government set out to balance 
State finance by means of increased taxation. In the 
meantime, to cope with the public debt, a Sinking Fund 
was created on a sound basis, and backed with revenue 
from tobacco and death duties. In order to insure 
against the habitually ephemeral nature of French finance 
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a law was passed to incorporate the statutes of this Fund 
in the Constitution. For three years everything appeared 
to be successful. Revenue exceeded expenditure, and 
the French Treasury experienced a period of extreme 
ease. This state of affairs unfortunately could not last, 
as it was largely due to the fact that the salaries of 
Government officials had not yet been adapted to post- 
war conditions. The Treasury, moreover, had benefited 
from such varied factors as the influx of money into the 
banks, the repatriation of French funds, interest on French 
investments abroad, tourist expenditure and Reparations. 
The adaptation of fixed Government expenditure to 
existing circumstances was in itself sufficient to lessen, 
if not completely absorb, the budget surplus, while the 
extraordinary influx of capital could not be maintained 
for ever. Nevertheless, the apparent financial prosperity 
of 1927-1929 whetted the public’s appetite which was 
not to be appeased even when the crisis began to have 
effect. Budgetary expenditure remained almost at a 
maximum until 1932: Fr. 53,613 millions in 1930, 
Fr. 53,211 millions in 1931, Fr. 53,229 millions in 1932, 
not including the 4 to 5 milliards allocated to the Sinking 
Fund. As Professor Rist has said, such expenditure 
at a time when the crisis was at its height was a paradox, 
explained, but not excused, by the financial optimism 
of the politicians. 

Before we come to discuss the French financial crisis, 
some idea must be formed of the 1930 budget which 
immediately preceded the depression. Out of a total 
expenditure of 53,613 millions, 22,386 millions, or 
414 per cent., were absorbed by the Public Debt, and 
this with the amount spent on pensions totalled 23,792 
millions, or 44:4 per cent., of the total expenditure. 
Of the thirty odd remaining milliards, which in practice 
were reduced to twenty-six, roughly eleven were used for 
national defence, leaving only about 15 milliard francs, 
or barely 28 per cent., for general administration and 
social services. It is hardly necessary to point out in 
these circumstances the difficulties which attend any 
policy of economy. Most items of national expenditure 
are irreducible, while on the other hand the burden of 
taxation, as compared with the national income, is 
already extremely heavy. 
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The national income, according to M. Dugé de 
Bernonville, reached its peak in 1929, being then estimated 
at Fr. 245,000 millions. In the same year revenue from 
taxes and monopolies (including those allocated to the 
Sinking Fund) amounted to more than 54,000 millions, 
or about 22 per cent. of the national income. In 1913, 
at a time when taxation was already heavy, the figures 
were only 36,000 millions, 4,066 millions and 11-3 per 
cent. respectively. Moreover, local taxation has risen 
proportionally since 1913. However, taking into account 
the larger part played by the State and public bodies in 
national affairs, the financial burden placed upon the 
country at the height of prosperity was probably not 
intolerable. The depression entailed a sharp drop in 
the national income. The fall in revenue occurring 
from taxation was not so great, for the yield from some 
taxes was relatively stable, while others were increased 
to meet the growing budgetary deficit. Thus a dis- 
equilibrium between national income and taxation has 
gradually developed until, according to the 1937 estimates, 
public expenditure will during the current year total 
43 per cent. of the national income of 1936. It is evident 
that the weight of taxation has become too heavy a 
burden. 

French financial policy during the depression has been 
extremely hesitant. As I have already mentioned ex- 
penditure remained at a maximum right up to 1932. 
To a large extent this was due to political reasons and 
the nearness of the 1932 elections. Debt conversion 
was also delayed; in order to have full effect it should 
have been carried through in 1930 or at the beginning of 
1931, but in actual fact it was put off until the autumn 
of 1932 and then carried through in far less favourable 
circumstances. From 1933 onwards a series of plans 
were introduced for the reduction of expenditure. On the 
whole they were unpopular. Some were thrown out, 
others passed with difficulty or in part only. On two 
occasions recourse was made to the procedure of the 
“ décrets-lois ’’ by which Government decisions are 
immediately enforced, subject to their ultimate rati- 
fication by both Chambers. But while existing items of 
expenditure were reduced only with great difficulty 
new expenditure continued to increase. The growing 
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international tension necessitated an increase in expendi- 
ture on national defence; as the economic crisis became 
more servere, it was necessary to increase unemploy- 
ment relief and devise a programme of public 
works; finally an increase in the public debt caused by 
the weight of accumulated deficits entailed a 
corresponding rise in the amount of interest payable by 
the State. Thus, while it had been planned to reduce 
the ordinary budget from 47-8 milliards in 1935 
to 40°3 milliards in 1936, in fact last year’s figures proved 
to be as high as 45 milliards, so that expenditure in 1936 
was much the same as in 1935, and the sum total of 
economies enforced since 1933 has not succeeded in 
reducing State expenditure by more than 3 milliard 
francs. 

On the other hand, in spite of every conceivable 
counter-measure, revenue continued to fall. During 
1931-34 resort was made to an increase in taxation from 
which about 2 milliard francs were expected. A larger 
proportion was also taken from profits arising from the 
State lotteries, while there was further revenue from 
the minting of subsidiary coinage. The 1934 reforms 
attempted to help trade by reducing direct taxation, 
but the decline in revenue continued. The 1935 “ décrets- 
lois’ had no effect, and in 1936 revenue from taxation 
was hardly more than 32 milliards, showing a 30 per cent. 
reduction as compared with the revenue of 1929. 

As expenditure remained constant while revenue 
decreased, the budget surplus has since 1930 been rapidly 
transformed into a growing deficit. The sum. total of 
the deficits for the years 1930-35 inclusive is not far off 
45 milliard francs. The State could meet this expenditure 
only by increasing the national debt, which in 
December, 1930, stood at 269,437 millions, and rose to 
337,872 millions in December, 1935, showing an increase 
of 68,435 millions. In addition to the ordinary budget 
deficit, the Treasury has had to take over a number of 
supplementary deficits, including that on the French 
railways. All this has been accompanied by chronic 
financial difficulty at the Treasury and given rise to 
recurrent crises which generally take place towards 
the end of February, June and October. Moreover, 
considerable exports of French capital from 1933 onwards 
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deprived the authorities of a source of funds on which 
they had normally depended. 

Such was the state of affairs when the Government of 
the Front Populaire came into power. Deflation had 
failed and the resulting loss of wealth drove the Govern- 
ment into trying the opposite method. From the start 
M. Blum’s Cabinet announced its intention of sponsoring 
“reflation,’’ a policy in perfect agreement with the 
“purchasing power” theory, and of raising the 
wages and salaries of those employed in private industry. 
Fresh expenditure was voted for the financial year 1936, 
and the budget deficit rose by about 7 milliards, to which 
amount there must be added the 6 milliards of the 
armaments fund. During the summer of 1936 the 
Treasury’s problem became even more serious and this 
was one reason why the Government was forced into 
monetary alignment in the autumn of that year. This 
fundamental change made possible the repayment of 
the advances made by the Bank of France in the month 
of June, and thus gave the Government fresh scope for 
obtaining funds. Meanwhile the public debt had reached 
a new record level of 360 milliards. 

Only by a study of the 1937 budget can one under- 
stand the changes that have occurred in French financial 
policy. Ordinary expenditure rose with a jump from 
40,307 to 48,281 million francs, while extraordinary 
expenditure increased from 6,000 to 16,000 millions 
owing to urgent needs for national defence (g milliards) 
and the adoption of a programme of public works 
(7 milliards). Government expenditure then has suddenly 
jumped far above the 1929 level. It was then about 
60 milliards, inclusive of the Sinking Fund. According 
to estimates passed by both Chambers for the year 1937 
Government expenditure for this year will be at least 
80 milliards, including Treasury expenses. Naturally 
such expenditure cannot be met out of ordinary revenue. 

How was it that M. Blum’s Government could agree 
to such expenditure, and sincerely believe that it would 
be met? One explanation is simply that the force of 
circumstances was too great: 18 milliards, for example, 
were spent on national defence, or 28-6 per cent. of the 
total budget, whereas ministers would have looked with 
joy upon any possibility of reduction from that quarter. 
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Nevertheless, it does appear that no one quite realised in 
how desperate a state French finances actually were. An 
economic revival sufficient to balance the ordinary 
budget had been proclaimed and discounted in advance, 
but unfortunately it was overlooked that the State’s 
extravagance itself prevented that revival. Another 
mistaken belief was that Government expenditure neces- 
sarily represents additional purchasing power which is 
bound to revive economic activity. Actually, of course, 
as long as there is no creation of additional means of 
payment—-that is inflation—purchasing power is not 
created but merely transferred from private to Govern- 
ment hands, as the Government itself has to find the 
money either by taxation or by borrowing. It is hardly 
necessary to dilate upon the serious consequences of 
monetary inflation. Moreover, the disastrous influence 
of the enormous State borrowing upon the long-term 
capital market was entirely overlooked; on May 3I1, 
1936, 4 per cent. Rente issued in 1928 was yielding 
exactly 5-8 per cent. per annum, and owing to the deficit, 
the budget anxiety was rife as to the stability of the 
franc. This caused new flights of capital abroad and 
placed the Treasury in a still more difficult position. 

In addition to all this, economic and social factors 
intervened to check the hoped for revival in trade. The 
rapid introduction of the 40-hour week, too often applied 
so as to mean only five days’ work in the seven, reduced 
production and inspired fear in capitalist circles. There 
was thus a growing anxiety during the first two months 
of the year, unmistakeably shown by the fluctuation of 
the Foreign Exchange Market. In spite of borrowing 
£40 millions i in London i in February, the Exchange Fund, 
in its attempt to maintain the franc, continued to lose 
gold, and by the end of February the Exchange Fund’s 
gold reserves had been exhausted. 

In order to remain faithful to the Tripartite Agreement 
the French Government found it essential to reverse its 
financial policy. On March 5 the Exchange Fund was 
reorganised and the occasion was marked by the repatria- 
tion of large quantities of gold. The Prime Minister 
proclaimed the necessity for a ‘‘ pause” which turned 
out to be in practice the abandonment of various items 
of public works expenditure. He also promised that 
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money should in future be demanded only for matters of 
extreme necessity, such as an increase in the salaries of 
lower State officials. At the same time, a loan of Frs. 10°5 
milliards was floated at 44 per cent. fully guaranteed and 
carrying an exchange option; 8 milliards of this have 
so far been issued. The problem of the Treasury seemed 
momentarily solved. A wave of confidence appeared to 
aid economic revival, but, unfortunately, its effect was 
stultified, if not entirely counteracted, by serious riots 
at Clichy on March 16, and at the present moment the 
financial position has once more engendered a political 
crisis. 

The problem of the budget is not yet solved. Nor are 
the Treasury’s financial difficulties at an end. After all 
allowance for economies amounting to 73 milliards, which 
was the figure given on April 27 to the Commission 
de Finances by the Finance Minister, State expen- 
diture with that of local authorities amounts to more 
than go milliards for the year 1937. In order to regain 
the 1929 proportion between public expenditure and 
national income, a proportion which, as has already been 
explained, was but barely tolerable, the national income 
would have to be increased to more than 350 milliards. 
Comparing this figure with the actual national income 
of 245 milliards for 1929, it follows that either the price- 
level or the volume of national activity must rise to about 
50 per cent. above that of 1929. Actually industrial 
production has fallen by 20 per cent. below the 1929 
figure, and current labour conditions hardly afford hope 
of recovery to that extent. Prices, which have once 
more nearly regained the 1929 level, can hardly rise again 
without causing serious disequilibrium, unless there were 
a change in the world price of gold or a further devalua- 
tion of the franc. Any resulting over-valuation of the 
franc would obviously precipitate fresh depression in 
France. 

The Government’s financial difficulty will continue. 
The “ pause”’ has, no doubt, reduced the Treasury’s 
requirements for the last nine months of the year, but it 
is still necessary to find at least 20 milliards. Moreover, 
these 20 milliards do not include the repayment of the 
English credit falling due in December, nor the Treasury 
Bonds maturing in October. The Treasury’s requirements 
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for the year 1938 can now be estimated and, all things 
being equal, will necessarily be exceedingly heavy. 
A large-scale repatriation of capital from abroad would, 
of course, render French monetary conditions extremely 
easy and provide the Treasury with fresh funds. But 
any temporary solution of the Treasury's difficulties 
would not solve the budget problem. Moreover, the 
chance of stimulating the repatriation of capital has 
twice been missed, once in October after the currency 
alignment by reason of the penalty laws and again in 
March after the “‘ pause’’ on account of the riots at 
Clichy. This means that it has become increasingly 
difficult to encourage repatriation. In order to solve the 
financial and economic problem as a whole a radical 
change in outlook is necessary. This cannot be achieved 
by other than audacious methods. 

There is only one cure for the present situation in 
France, and that is to increase national production. To 
do this with labour conditions as they are to-day implies 
that there is no alternative but to modify the 40-hour 
week. Then all unremunerative Government expen- 
diture must be abolished. In the first place it is necessary 
to reduce expenditure on public works, which in no 
country have had any great effect on trade. Next, the 
public debt charges must be reduced and, finally, as soon 
as the international situation will allow, expenditure on 
national defence must be restricted. The French financial 
situation is not desperate, but there is a risk of it becoming 
so if the authorities do not make every effort towards its 
rehabilitation. 

To sum up, it appears that the financial crisis since 
1929 has been the direct result of the economic depression. 
This crisis was intensified by hesitation on the part of 
the Governments which favoured a policy of deflation 
and monetary stability without seriously applying the 
one, and clinging longer than was desirable to the other. 
As soon as M. Blum came into power the old parity was 
condemned. By means of a very cautious financial 
policy it might perhaps have been possible to use devalua- 
tion in order to bring about the rehabilitation of the 
French finances. But given the financial optimism of 
the politician, the Government was content to enjoy 
a temporary alleviation with no thought for the future, 
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while the financial crisis through their delay became 
increasingly serious. 

The audacious policy of M. Blum and his cabinet did 
not create France’s financial difficulty, but it aggravated 
and hastened the crisis. At the present time no one 
can deny that by some means or another a remedy 
must be found. 


Economic Conditions in France, 


1929-1956 


By a Correspondent 


T is impossible to understand what happened in 
] France from the beginning of the world crisis in 1929 

until the 1936 elections without taking into account 
the circumstances which linked French economic affairs 
to the international economic and monetary system. 

When the first signs of the crisis which overthrew 
that system became apparent in 1929, the franc had only 
just been aligned with the world currencies, its legal 
stabilisation having been postponed for two years. This 
delay had considerable influence on later developments. 

It was due primarily to M. Poincaré, who, while 
favouring revaluation of the franc, opposed the recom- 
mendations of those experts* who, even in 1926, planned 
an early monetary stabilisation. He also opposed 
M. Joseph Caillaux, who wished to put such a scheme 
into immediate operation. M. Poincaré was led to 
postpone any decision as long as possible, and, further, 
to call upon the nation for a financial effort sufficient 
not only to balance the budget, but also to provide 
a surplus large enough to justify a substantial rise 
in the rate of exchange. 

A strong movement towards a rise was in fact set 
up, but was soon arrested when foreign exchange quota- 
tions fell below the level of Frs. 120-125 to the pound, 
and threatened to cause a serious crisis. At the rate of 








* A committee of financial experts had been nominated on June 1 
and had reported on July 3. The Briand-Caillaux cabinet resigned 
on July 17, and M. Poincaré formed his on July 23, 1926. 


c 














20 THE BANKER 








Frs. 124, which continued and was legally established 
in 1928, the margin in favour of French prices in com- 
parison with the prices of other countries was greatly 
reduced. But it remained sufficient not to hinder the 
economic revival which followed upon a temporary 
crisis at the beginning of 1927, and continued until 1930. 

However, since 1925, world prices had been steadily 
falling. Ever since the return of sterling to gold, 
which gave the signal for the general re-establishment 
of currencies on the gold standard, it had become 
increasingly obvious that the extraordinarily high level 
of American prices, upon which all European stabilisa- 
tions had been based, could not be maintained. The 
fall in world prices tended to reduce the price margin 
in France’s favour which the rise of the franc had 
preserved. Caution became imperative, and it was 
necessary to examine every possible means of mitigating 
the crisis which must occur as soon as the downward 
curve of world prices touched the upward curve of 


French prices. 


The Period of Prosperity. 

Unfortunately, owing to the successful financial 
rehabilitation in 1926-28, both public and _ political 
opinion became too optimistic. Critics who realised the 
importance of the drop in world prices were few and 
far between. Even after the American crash in the 
autumn of 1929, the illusion prevailed that France 
could, alone if necessary, successfully withstand the 
shock which had hit the whole world. 

True, she had important assets. To begin with, she 
possessed an extremely healthy currency based upon 
an enormous gold reserve. France had also a sound 
private banking system, for the sensational drop in prices 
on the Bourse had caused bankruptcy only to firms which 
were less lucky or perhaps less well managed than the 
rest. Lastly she possessed a large Treasury reserve which 
gave the Government time to adapt its financial policy 
to the new situation, and also to undertake the conversion 
of the public debt in more favourable circumstances. 

But, at the very moment when the fall in prices 
became most pronounced in world markets, French 
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policy was encouraging a rise. This policy was accen- 
tuated by the maintenance of a high tariff system, 
a rise in the official price of wheat, etc. Government 
expenditure increased, and between 1928 and 1931 
rose from 44 to more than 53 milliards of francs (excluding 
the cost of the Sinking Fund). Conversely, revenue 
which in 1929 had reached a maximum of 48 milliards 
dwindled in 1930 to 45 and in 1931 to 43 milliards. 
Moreover in many cases the additional expenditure 
entailed further liabilities for the future. 

Any marginal advantage which existed in 1928 by 
reason of the, as yet, moderate French price level and the 
budget surplus, disappeared at the beginning of 1931. 
French prices rose relatively to the English and American 
level even before the fall in the gold content of the pound 
and the dollar. Moreover the intersection of the French 
and foreign price curves occurred at a time when world 
economic activity was beginning to fall off. The 
dwindling should have served as the occasion for national 
debt conversion, already made possible by the restora- 
tion of public credit. Falling share prices encouraged a 
rise in rentes, while large quantities of unused capital 
and an influx of foreign money fleeing from monetary 
anxiety abroad guaranteed working funds to the Trea- 
sury. Unfortunately, though technically the position was 
most favourable, for sentimental and political reasons 
conversion was postponed until 1932, and the direct reduc- 
tion of the debt, due to the remarkable work of the Sinking 
Fund proved naturally far less helpful to the Treasury 
than a large conversion operation would have been. 


The French Crisis. 


In these circumstances the French situation could not 
fail to be aggravated by the series of monetary breaks 
which occurred during 1931. The establishment in many 
countries of exchange control prohibited trade. Above 
all, Great Britain’s abandonment of the Gold Standard 
caused a rapid fall in world gold prices. In spite of 
official optimism the situation in France was daily 
becoming more grave. In 1932 production fell below the 
1927 minimum, and unemployment, which till then had 
been insignificant, appeared disquieting, though nothing 
like so alarming as in other countries. 

C2 
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In spite of tariff protection, the fall in foreign price 
levels naturally brought down French w holesale prices, 
though their fall was neither so great nor so rapid as in 
the rest of the world. On the other hand retail prices 
and the cost of living remained high. French prices, 
which had been “ cheap ”’ in 1928, and about equal to the 
English and American in 1930, became “ dear,’’ owing 
to the fall in the gold value of sterling, and the 
wee gd prices prevailing in the international market. 

The Government immediately took matters in hand. 
It was impossi ble both psychologically and politically to 
devalue the franc as its stabilisation was of too recent 
a date, but it was essential to give French trade time to 
adapt itself to the new position by temporary protection 
in the form of quotas and additional duties. In this 
way a difficult process was postponed, only to run the 
risk of making it still more difficult in the future. 

The problem of the Budget and the Treasury, on 
the other hand, needed immediate handling, and it 
proved a problem which the delayed debt conversion 
was unable to solve. Moreover, just at a time when 
economy was necessary and when the German repara- 
tions were in default, France found herself bound to 
incur further expense in order to guarantee her security. 
The construction of an armed belt destined to replace 
the protection afforded by the occupation of the Rhine- 
land, and the maintenance of her national defences at 
a level imposed by the rapid re-armament of Germany, 
forced France to spend considerable sums both on the 
provision of new arms and equipment and on mainten- 
ance changes. 

It was impossible to reduce either the amount spent 
on public debt or on military expenses, out of a budget 
of 53 milliards. Only a margin of 20 milliards remained, 
therefore, out of which reductions could be made. 
Revenue totalled only 43 milliards, so there was a deficit 


of ro milliards. 


A Policy of Retrenchment. 

Nevertheless, immediately on coming into power in 
1932, M. Herriot’s Cabinet grappled courageously with 
its task and inaugurated a policy of retrenchment, which 
during 1932, caused the defeat of each successive Cabinet. 
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In critical divisions the Government found itself not 
only menaced by the opposition on both the extreme 
Right and the extreme Left, but also deserted by its 
Socialist allies. Even when endowed with extraordinary 
owers, M. Doumergue, who by then was in power, 
could not reduce 1934 expenditure to less than 51 mil- 
liards, a figure only two milliards less than the maximum 
of 1931-2 

But the great weakness of such a policy, improperly 
called “‘ deflationary,”” was that it dealt only with the 
consequences of the crisis as they affected the budget, 
not with their economic cause. As it was, with pro- 
duction and trade dwindling and unemployment in- 
creasing, a reduction of expenditure was always followed 
by a drop in revenue and the deficit remained 
constant. French trade which had been very hard hit 
by the fall of the pound in 1931, had barely begun to 
improve when, at the beginning of 1933, the depreciation 
of the dollar and consequent further fall of the pound 
produced an even more serious depression. Production 
fell below the lowest figure of 1932, the number of persons 
wholly unemployed passed the half-million mark, and 
temporary unemployment increased considerably. Natur- 
ally such defence measures as special duties, quotas, etc., 
though temporary in principle, were continued and 
enlarged, but nothing could prevent the growing paralysis 
of trade or the decline in wholesale prices, which by 1933 
had fallen over 40 per cent. below the 1929 level, with 
a corresponding drop of only 20 per cent. in the cost of 
living. 

When M. Flandin took over power at the end of 
1934, he tried to inaugurate combined economic and 
financial action. He first steadied and reorganised the 
market for main agricultural products, and then en- 
deavoured to lessen the gap between wholesale and 
retail prices and to revive trade by a policy of cheap 
money. But his ideas could not altogether be put into 
practice. Public opinion was becoming more and more 
aware of the deadlock in economic conditions, and in the 
spring of 1935 the first monetary crisis occurred. Un- 
fortunately as the situation became more acute, the 
Government, in order to reassure public opinion and 
gain its consent to the necessary sacrifices, was obliged 
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again and again solemnly to guarantee the maintenance 
of the existing gold value of the franc. It thus deprived 
itself of any possibility of monetary reform at a time 
when high agricultural prices and a rigid tariff system 
prevented any economic manceuvring. 


The “‘ Décrets-lois”’ of 1935. 

By the time M. Laval formed his Cabinet in 
June, 1935, it was obvious that, if the value of the franc 
was to be maintained at all costs, drastic measures were 
essential. Not only was it necessary to reduce expendi- 
ture below the 1928 figure, to allow for the drop in 
economic activity, but also to lower French prices to the 
world level by a radical modification of our tariff system. 
The alternative was that of resignation to a policy of mild 
deflation coupled with moderate devaluation. 

Unfortunately, for political reasons, any such choice 
was impossible. The Government had given its word 
not to alter the monetary policy (plenary powers had 
only been accorded “in order to avoid currency de- 
valuation ’’), while it found it equally difficult to change 
its commercial and agricultural policy and allow French 
prices to drop to the world level. 

True, in June, 1935, the difference between French and 
British wholesale prices was very slight (taking 1913 as 
the base, the French index number was 329, in gold 67, 
and the English 106, in gold 64). But with prices at 
a level 50 per cent. less than that of 1928, conditions were 
impossible for the producer, as production costs and the 
cost of living had remained far higher. (The cost-of- 
living index for the second quarter of 1935 stood at 490). 

The Government resolved to make a great effort 
to reduce the Budget, even though it might involve 
exceptional measures such as a Io per cent. enforced 
reduction in interest on Rentes. The 1935 Budget 
was eventually brought down to 48 milliards and the 
1936 Budget to about 40 milliards. In 1936 however, 
there were additional expenses to the tune of 6 milliards, 
while permanent expenditure was reduced only to a 
figure bordering on that of 1928. 

While the Government was thus showing great energy 
in its financial policy, its wider economic policy was 
following an entirely different course. From a social 
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point of view, it was perhaps necessary to pursue an 
agricultural policy of revaluation of farm produce, but 
this was hardly compatible with the general economic 
policy. Moreover, after having fallen in August, 1935, 
to 311, the index number of agricultural prices returned 
a few months later to roughly 400. At the same time 
the price of national products as a whole rose from a 
minimum of 366 to more than 420 in May, 1936, and 
once more rose perceptibly above the British level. 

The French Government was at a deadlock. The 
fresh rise in internal prices prevented any adjustment of 
French prices to the world level, and indirect adaptation 
by monetary adjustment was politically impossible. At 
the beginning of 1936, taking into account the important 
fall which had taken place in expenditure and in the 
price level, it was calculated that a devaluation of from 
20-25 per cent. would be necessary to achieve any lasting 
equilibrium. 

This equilibrium could easily have been established 
at the time, for there were partial signs of economic 
improvement. Production rose to the 1934 level and there 
was a slight fallin unemployment. On the other hand, in 
spite of economy the financial situation was still precari- 
ous. Budget revenue had again dropped, and the 
Treasury had once more to call upon the banks for credit, 
thus causing indirect loans to be made by the Bank of 
France. Moreover the contradiction between the economic 
and monetary policy had become so obvious that the 
foreign exchange market stayed persistently unfavourable 
to the franc. Crises became more and more frequent. 
Unfortunately, owing to the nearness of a _ general 
election, and the violent opposition to any modification 
of the monetary policy shown by all parties, no effective 
decision could be made at the critical moment. The 
delay, as events soon showed, had most serious results in 


every sphere. 
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The State of Industry in France 
By M. Detoeuf 


Président du Syndicat Général de la Construction Electrique 


T the beginning of 1936 the French Economic 
A situation appeared discouraging. With 450,000 
registered unemployed and probably an equal 
number non-registered, a deficit in the trade balance, a 
great reduction in tourist trade, deflation and an 
unbalanced budget, the fear of renewed monetary de- 
valuation was widespread. Workers and capitalists alike 
opposed devaluation, but felt powerless to resist it. 
Capital expenditure, other than Government activity with 
regard to rearmament and public works, had virtually 
ceased. Internationally the outlook was gloomy, while at 
home there was a feeling of discontent among the agricul- 
tural and working classes and also among public officials 
who had experienced none of the advantages but all the 
penalties of deflation. The gold reserve of the Bank of 
France, which at one time had been more than 80 milliards, 
had dropped to about 60 milliards. 

Still in early 1936 the industrial situation had 
definitely improved. By means of stringent economy, 
manufacturing costs had been reduced and although the 
reduction was not sufficient to counteract the fall in the 
value of the pound and dollar, the upward trend of world 
wholesale prices was beginning to restore equilibrium. 
Recovery in South America, the United States and Great 
Britain was putting new life into the luxury export trade. 
Over-production had to a large extent been absorbed 
except in the capital goods industries. Stocks had been 
reduced to a minimum, and the textile and metal 
industries reported some revival in activity. Railway 
receipts improved slightly for the first time for four 
years. Labour conditions were quiet and the industrial 
outlook was calm. In fact French industry showed 
signs of slow convalescence. 

The elections of May, 1936, however, brought general 
discontent to the surface, and at the same time the 
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need for rearmament against Germany completely revo- 
lutionised the situation. 

The new Government was opposed to deflation. As 
soon as it came into power a powerful mass movement 
brought about a general increase of 20 per cent. in wages. 
Many industrialists themselves came to realise that the 
previous wage reductions had in some cases been far too 
drastic. Meanwhile laws were passed inaugurating holi- 
days with pay, setting up the wheat control, and repealing 
the previous decrees which had reduced civil service 
salaries. Working-class opinion forced the Government 
into an immediate application of the 40-hour week as a 
cure for unemployment. Stay-in strikes and labour 
unrest became the subject of acute anxiety amongst 
capitalists causing huge flights of capital and gold. 
This together with the continued rise in French prices 
finally compelled the Government in September, 1936, 
to devalue the franc. 

This rise in French prices was in fact due to the effect 
on costs of the new wage increases, but it was intensified 
by the natural desire of traders to cover themselves by 
forward purchases ona rising market. Rearmament, and 
the contraction of production due to the 40-hour week 
were contributory causes. Wholesale prices rose by 
over 30 per cent. and in certain cases more than doubled. 
Retail prices which were, moreover, affected by the 
franc devaluation and the rise in world wholesale prices, 
rose by 25 per cent. and the cost of living by 15 to 20 per 
cent. The Government and the Trade Unions alike 
realised the need of not disturbing the price level more 
than was necessary. Nevertheless statistics prove that, 
since May, 1935, hourly wages have risen by 60-75 per 
cent., weekly wages by nearly 50 per cent., monthly 
salaries by 30-35 per cent., and the cost of production 
by 50-60 per cent. So far as French export trade 
was concerned, the increase in French internal costs 
and prices was more or less neutralised by the devaluation 
of the franc and the rise in world prices, though experience 
naturally varied between one trade and another. The 
consumer’s goods industries were stimulated by the rise 
in prices and their activity remains satisfactory, although 
during the last few months demand has fallen off. 
This recession is probably due to the speculative nature 
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of the previous demand. Manufacturers by now are 
either actually or potentially supplied with stocks and 
the latest rise in prices has discouraged buying. However, 
consumer’s goods industries are mostly well supplied 
with orders for several months ahead, and can afford to 
wait. 

As regards the capital goods industries, even apart 
from armament orders, there has been some increase in 
orders for industrial equipment. But this revival is as 
yet very slow. For one thing the general rise in costs 
is imposing a heavy drain on the financial reserves of 
French industry. Moreover, many firms which are 
strongly in need of new equipment are inadequately 
supplied with liquid funds. Many requirements are thus 
remaining unsatisfied for the present. As a result of the 
uncertain outlook the small revival that followed the 
devaluation of the franc has latterly come to a halt. 

There has been a big improvement in employment. 
It is most noticeable among workers not in receipt of 
unemployment benefit, though the number of those in 
receipt of benefit has decreased by 70,000. Those who 
still remain unemployed for the most part consist of 

sychological cases who need re-educating both physically 
and morally before they are fit for work. A great 
improvement has taken place in the demand for farm, 
colonial and even to a small extent for foreign labour. 

The trade balance has swung against France. This is 
due largely to the same causes which produced the 
industrial revival of the past quarter. Manufacturers 

naturally wished to lay in stocks of raw materials against 
the possibility of a further rise in world prices. In 
order to increase their productive efficiency to the extent 
needed to off-set the 40-hour week they have been 
compelled to buy new plant from abroad. T his latter class 
of imports will of course be only of temporary duration, 
while on the other hand a substantial income is expected 
from tourist traffic. 

The social character of French industry has recently 
undergone some modification. Up to 1936 the Trade 
Unions had little power, but they have lately come to 
exercise considerable influence, though less perhaps than 
they might have done, owing to the workers’ ignorance of 
Trade Union methods and the difficulty experienced by 
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Trade Union leaders in establishing any general sense of 
responsibility. Nevertheless the power of the Unions 
must be reckoned with except in such trades as building 
and harbours and docks, where the workers have always 
rejected any form of organisation. On the whole, Trade 
Union tendencies appear to be economic rather than 
political, and their methods evolutionary rather than 
revolutionary. In the Confédération Général both em- 
ployers and men are inclined to discuss matters from a 
dogmatic view point so that progress is inevitably slow. 
It is possible that a certain amount of decentralisation 
would encourage better mutual contact and under- 
standing between employers and employees. 

On the whole the industrial organisation of the country 
is sound. There has been no fall in labour output except 
in outdoor industries; there was even a slight rise after 
the inauguration of the 40-hour week. Export trade is 
poor but not definitely bad. The immediate future of 
French industry depends entirely upon the Government’s 
financial policy: the potential demand for goods is 
there and will be met as soon as financial confidence is 
established. 

Naturally any social or political disturbances at home 
would upset markets. On the other hand an inter- 
national agreement on the limitation of armaments 
would do much to restore French confidence in industrial 
conditions both at home and abroad. 





Great Britain, France and Europe 


By Pertinax 


HE peace of Europe rests upon the co-operation 

of the French and British Governments. The 
territorial clauses of the treaties of IgIg are 
respected to this day, while Austria and Czechoslovakia 
have so far safeguarded their national independence, 
because it is believed throughout Central Europe that the 
two great Western powers wield, when united, a pre- 
ponderating force. And despite many doubts, it is still 
thought that the Western powers would act if there were 
any aggression on Austria or Czechoslovakia. Conversely, 
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solemn international contracts have been broken or 
ignored because some governments had rightly reached 
the conclusion that the British Government would not 
be moved out of its passivity and that, left to itself, the 
French Government would be unwilling to go forward. 
Examples here are the military clauses of the Treaty of 
Versailles, the various international agreements in respect 
of Abyssinia, and, above all, the Rhineland Pact of 
Locarno. 

For that reason the controversies between London 
and Paris, which developed during the first six months 
of 1935, were fraught with the most untoward conse- 
quencies. A plan for European settlement had been 
drafted in London, on February 3 of that year by the 
British and French Ministers upon the basis of full equal 
rights being granted to Germany. German rearmament 
was to be made lawful in return for the Hitlerian Reich’s 
adhesion to guarantees of security, which were to consist 
of pacts of mutual assistance against any eventual 
aggressors. It quickly became apparent that the London 
Cabinet was not ready to back this plan against the 
hostility of National-Socialist Germany and that it 
could be bullied into buying Germany’s good behaviour 
at the price of concessions to which it was not ready, in 
advance to set a limit. One of these concessions, indeed, 
was to be the Anglo-German naval treaty signed on June18, 
1935. In consequence, Adolf Hitler and Benito Mussolini 
realised that they could with impunity take the law into 
their own hands, while, at the same time, British 
unwillingness to act up to the terms of the Franco- 
British communiqué of February 3, rankled in the mind 
of the French Government. This fact is at least a partial 
explanation of the feeble support that was lent to British 
policy and to the League of Nations when both were put 
to the test of the Abyssinian war. 

So far, the dictators have stopped short of territorial 
aggression in Europe, although it is disputable whether 
what they have done in Spain does not amount, indeed, 
to this. To say the least, their Spanish adventure must 
be regarded as an attempt to jeopardise French and 
British lines of communication across the Mediterranean, 
and to weaken the resistance of both London and Paris 
to the carrying out of the Mittel-Europa scheme in Central 
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and Eastern Europe. But, clearly, Spain must be 
regarded only as a prelude. 

All the war-like preparations, moral and material, 
made beyond the Rhine and the trend of the pan- 
Germanist tradition, the latter has been strengthened 
rather than lessened by Adolf Hitler, are meaningless 
unless it is admitted that some kind of domination over 
the Slav world, the old Drang Nach Osten, remains the 
stable purpose of German policy. This purpose can 
be detected in the papers of Gustav Stresemann published 
by Consul Bernard, his secretary, as well as in the 
Fiihrer’s book, ‘‘ Mein Kampf.’ Therefore, the mainten- 
ance of European peace would seem to depend upon 
the fulfilment of the following conditions: first the 
strengthening of the formal bond that now exists between 
France and England; secondly, the realisation by public 
opinion on both sides of the Channel that the principle of 
the indivisibility of peace, or of collective security, must 
be enforced up to the limit of possible military action by 
the two great Western nations; thirdly, the adaptation 
to these ends of the French and British military power 
and the support of any force that, in Central and Eastern 
Europe, may assert itself against pan-Germanism. 

I realise that in writing in this vein I am not using 
the usual language of diplomacy and can hardly avoid 
ruffling the feelings of a good many readers; but journa- 
lists can speak more boldly than diplomats. Whoever 
ignores the fundamental problem of pan-Germanism 
cannot hope to realise what is really at stake in the 
international controversies of the day. It is impossible 
for anyone not to lose himself in the maze of day-to-day 
current diplomatic developments if that thread of 
Ariadne has not been picked up and is not tenaciously 
kept in hand. To concentrate upon the western side of 
the German problem and to overlook the rest is to expose 
oneself to disillusionment and disaster. 

To what extent are France and England now com- 
mitted to common action? First we have the state- 
ment made by Mr. Eden in the House of Commons on 
March 9g, the agreement of the Locarno powers (never 
ratified by Italy) arrived at on March 19, 1936, and the 
letter of the British Government delivered in Paris and 
in Brussels on April 1. According to these the British 
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Government is pledged to participate in the defence of 
the French and Belgian frontiers against an unprovoked 
aggression, and to maintain its General Staff in contact 
with those of France and Belgium. Were the negotiations 
with Germany for the conclusion of a Treaty of Locarno 
No. 2 to end in failure, the above-mentioned arrange- 
ments are to be extended so as to meet the new situation 
that would thus have been created. In particular, 
the exchange of views between General Staffs ought 
to become more frequent and more extensive. But even 
if it proved possible to build up a second Rhineland 
Pact, some special military solidarity would have to be 
maintained between France and Great Britain—at any 
rate, provision is made for it in the agreement of March 19, 
a point which appears to be unknown to many and which 
apparently has been passed over in silence during the 
last twelve months. To complete the balance sheet, 
it must be emphasised that on December 4, 1936, at the 
request of the British Government, M. Delbos, the French 
Minister of Foreign Affairs, declared in parliament that 
“all the forces of France on land, on the sea and in the 
air would be spontaneously and immediately employed 
in order to defend Great Britain against an unprovoked 
aggression.’ In that way, the one-sided assistance 
promised to France and Belgium on March g and Ig, 
1936, has been transformed into what cannot be dis- 
tinguished from a mutual defensive alliance. That 
transformation had been anticipated in the British letter 
of April 1 in the event of the failure of the negotiations 
with Germany, but the distinction here is that those 
negotiations are still proceeding. Thus, Anglo-French 
relations, as can be seen, are being shaped in the most 
empirical manner, but only as regards the upholding of 
the status quo in Western Europe. 

Now what would happen if Hitlerian Germany were 
to make an attack on Austria and Czechoslovakia? As 
to Austria, France is free from any special commitment. 
The French and British Cabinets in any emergency 
would reach their decisions on the merits of the case 
without being hampered by any previous promises. 
Nevertheless, it would be difficult for France to give up 
the cause of Austria since she is bound to come to the 
rescue of Czechoslovakia, and the independence of that 
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country is directly connected with the fate of the 
Republic in Vienna. France is to-day the ally and 
associate, within the framework of the League Covenant, 
not only of Czechoslovakia, but of Poland and Soviet 
Russia. Such is the meaning of her conventions with 
Poland (1921), with Czechoslovakia (1924), and with 
Soviet Russia (1935), all of which preceded the Franco- 
British bond of March, 1936. Were one of these three 
countries to become the victim of an aggression, France 
would have to assist them in a military sense, while the 
British Government, as a member of the League of 
Nations, would only be compelled to enforce economic 
sanctions. But what happened in 1935 between the 
League of Nations and Italy has made it obvious that 
economic sanctions are futile unless the Governments 
which carry them out are prepared to support them by 
military action. And, in consequence, the opinion 
now prevails in Geneva that, in the future, repressive 
measures of an economic character will only be resorted 
to as a complement of military operations. This state 
of affairs is obviously equivocal, as the parting line 
between military and economic sanctions is very hard to 
draw. It follows, therefore, that British commitments 
cannot be defined in certain terms. In practice, should 
the decisive hour come, a conversation between the 
French and British cabinets would settle the attitude of 
both countries. 

A good deal will depend upon the reaction of public 
opinion, in France and Great Britain to the so-called 
principle of the indivisibility of peace. So far, both in 
Paris and in London, the authorities responsible for the 
conduct of foreign policy believe in it. That is why the 
negotiations which were started with Germany last 
year do not make any headway. In England a press 
campaign goes on to convince the public that Central 
and Eastern Europe ought to be abandoned to their 
fate. But we can scarcely believe that if Mr. J. L. 
Garvin and the other protagonists of that campaign were 
in charge of the Foreign Office, their line of conduct 
would differ from that followed by Mr. Eden. The 
reasons for saying this are given below. 

Most people imagine that were we to give a free 
hand to Germany against the Slav world, Germany 
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would be kept busy there for ten years and more, and 
that we should have provided ourselves with a useful 
breathing space. Hitler might follow in the steps of 
Napoleon and like him go into the abyss. But the 
closest and most trustworthy observers of Russo-German 
relations, do not believe that events would follow that 
course. They think that at the first sign of the Western 
powers’ surrender to pan-Germanist ambitions, the Slav 
powers, great and small, and the Soviets to begin with, 
would hasten to come to terms with Berlin. Stalin 
cannot afford to wage any war with the reconstruction of 
Russia still incompleted and with so many discontented 
elements in the country. For the time being, he bases his 
actions on the idea that, with the co- operation of the 
Western powers, he can have peace and yet safeguard his 
country’s national independence. If he were to be dis- 
appointed in that expectation and was called upon to make 
a choice between peace and national independence, he 
would sacrifice the latter to the former alternative. He 
would do it only in the last resort, but nevertheless, he 
would have to resign himself ultimately to a bargain of 
that kind. In that way, perhaps within the short time limit 
of a few months, a diplomatic revolution of far-reaching 
importance might become an accomplished fact. 

A huge German empire would surge at our doors, 
which, directly or indirectly, would tap the raw materials 
and resources of the greater part of the Continent. What 
would be the effect upon frantic pan-Germanists of such 
a growth of German power? Is it likely that they 
would feel satisfied at last and that a period of stabilisa- 
tion and peace would follow? That is very doubtful. It 
would be presumptuous to hope that afterwards Great 
Britain and France would be left alone to enjoy their 
wealth and increase it. Anyhow, the German Fiihrer 
would be placed in a position of hegemony over the whole 
Continent, and what he would do next must be left to 
conjecture. Can we afford to trust to his love for peace? 
It is enough to place on record that, so far, neither 
the Quai d'Orsay nor even the Foreign Office have 
reconciled themselves to that prospect, or believed it 
safe for the Western powers to put their faith in 
the reasonableness and moderation of the German mind. 
For no other motive did the Foreign Office in 1935 and 
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on several occasions later give its moral assent to the 
Iranco-Soviet Treaty. But here again ambiguity creeps 
in. The Foreign Office says to the Quai d’Orsay: do 
not go further, and keep clear of all kinds of military 
consultations and protocols. But after all, military 
consultations do not of themselves add anything to the 
diplomatic commitments already in existence. Their 
only object is to enable the parties to a treaty of political 
co-operation to study together strategical possibilities, 
and to determine in advance the limit of what they can 
achieve by their joint efforts. At the present moment, 
for instance, the Russian army is for us an unknown 
quantity. The absence of serious military contact 
between the French and Russian General Staffs means 
that, whenever an international crisis breaks out, 
the French and, behind the French the _ British 
Government, will have to come to vital decisions in the 
dark. 

But in the present circumstances, what are the pos- 
sibilities of military action open to France and Great 
Britain? Undoubtedly, they have been greatly narrowed 
by the new foreign policy adopted by the Belgian Govern- 
ment last October and which was formally recognised 
by the Anglo-French declaration of April 25. Belgium 
has withdrawn from the alliance of the W estern powers 
as defined since March, 1936, and her army will not 
be put in the field against Germany unless her territory 
has been invaded. She has given the assurance that 
she will resist an attack, maintain an adequate force, and 
comply with her obligations as a member of the League of 
Nations, and that is a very vague form of words as long 
as every one is at liberty to interpret the Covenant as 
he likes. Nevertheless, if the German Government is 
wise enough to leave Belgium sev erely alone, the result 
of Belgium’s evolution towards “ free neutrality ’ ’ 4s 
that France’s and England’s military power, however 
formidable it may be or may become, will be deprived 
of what the military experts call a ‘‘ débouché offensif.’’ 
Instead, this power will be bottled up within the narrow 
space of a front of 240 kilometers where it will be prac- 
tically impossible for it, amidst the fortifications and 
counter-fortifications on both sides of the Rhine, to bring 
to bear upon Germany the requisite pressure. 
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Such is the situation that is anxiously watched in 
Moscow, in Warsaw, in Prague, in Belgrade and in 
Bucharest. The hesitations andthe wobblings, the attempts 
to find some separate agreement with Germany and to 
throw Czechoslovakia to the dogs which we have to 
witness in Poland and in Yugoslavia are the outcome 
of the doubts that are entertained in the major part of 
Europe about France and England’s ability to assert 
themselves. Those tendencies are not yet consolidated 
but the straw shows where the wind blows. Can we be 
sure in the future that the State members of the League 
of Nations would be faithful to Article 16 of the Covenant 
and apply economic sanctions? All will depend upon the 
effectiveness of the military power with which we shall 
be credited. Nations which take a pessimistic view of 
the French and British military prospects will certainly 
discover that they cannot be obliged to come forward 
against an aggressor even in the field of financial and 
economic sanctions. 

It would be presumptuous to express the view that, 
as things stand to-day, the Western powers can boldly 
declare without any further delay what they will do 
and what thev will not do if the worst comes to the worst. 
However, there are two preliminary tasks which they 
ought to perform. These are, first, to see to it that the 
Mediterranean status quo should be upheld or re-estab- 
lished, and that German and Italian intruders should not 
be able any longer, under the empty pretext of fighting 
Communism, to interfere with their lines of communica- 
tion; and, in the second place, to foster the organisation 
in central and eastern Europe of a front of resistance to 
pan-Germanism. It is very significant that, last Novem- 
ber, the offer made by France to the States of the Little 
Entente of a pact of mutual assistance on the condition 
that those States would extend their juridical obligations, 
so far restricted to the case of Hungary, in order to 
make them valid against Germany, has been practically 
shelved, or even brushed aside. For many years such a 
pact had been asked for by Belgrade and Bucharest not 
to mention, of course, Prague which now desperately 
strives to get its Yugoslav and Roumanian partners to 
accept it. A possible solution of the problem is to be 
found in a better working co-operation with Russia, 
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which might give her Government the courage to assume 
towards small neighbours responsibilities, from which 
it has hitherto recoiled. In that respect, the final 
character that the Stalinian dictatorship will assume when 
it emerges from the present crisis bids fair to prove a 
dominant factor. The sands are running out very fast. 

That survey of the international situation by which 
the Western Powers are confronted will perhaps be 
found interesting not so much as a recommendation of a 
clear-cut foreign policy than as a definition of the problems 
which France and Great Britain will be called upon to 
face or to solve in common. What must be kept in mind 
is first that the Great War of 1914-1918 was specifically 
the war of the Austrian succession, second that the clash of 
Germanic expansion and colonisation with the existence of 
independent national states on the other persists under 
changing forms in the central and eastern parts of our 
continent, third that the Mztteleuropa structure, destroyed 
nineteen years ago, will be built up again unless the Slav 
nations act in conjunction with the Western Powers, and 
finally, that the French and the British people cannot 
but be seriously affected by the issue of the contest. 


French Economic Conditions 


By M. Charles Spinasse 
Late Minister of National Economy 
‘k talk of the progress achieved by the first “‘ Popular 


Front ’’ Government without reference to the 

situation in France a year ago would be like 
trying to measure a mountain without reference to sea- 
level. Knowledge of French prices and their change 
over the last twelve months will serve to show how great 
have been the difficulties overcome. Last June wholesale 
prices in France, as in many other countries, were in a 
state of collapse. At the end of 1928 they stood at 645 
but dropped to 338 in December, 1935, a fall of 47-5 per 
cent., while retail prices, bolstered up by the cost of dis- 
tribution, both public and private, had only fallen by 
24°5 per cent. 
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Taking I9I4 as 100, in 1928 the wholesale index 
number was 61 points higher than the retail index, 
while in 1935 it was 102 points below it. To appreciate 
the difference between those two figures is to understand 
the whole French crisis. Moreover, the relation between 
the national price level and the national income, another 
sure test of a nation’s economic health, had also become 
definitely unsatisfactory, while the relation between 
French and foreign prices was hardly better. Devaluation 
of sterling and the dollar had raised French prices 5 points 
above English and American, which caused an immediate 
decrease in French tourist trade and the loss of many 
foreign markets. In May, 1936, the 5 points became Io 
and the disequilibrium with its consequent monetary 
complication grew considerably worse. Immediate action 
was essential, the more so as social disagreements of 
unprecedented gravity had just broken out. 

From this moment onwards it becomes impossible to 
distinguish between the economic and social difficulties 
of the “‘ French Evolution.” The root of the trouble 
lay in the growing disequilibrium between wages and 
the cost of living, while the conflict owed its particular 
form to the inadequacy of social legislation, insufficiently 
developed to free workpeople from the arbitrary decisions 
of their employers. 

New technique cannot be introduced without the 
abolition of old-fashioned conditions and the breakdown 
of established custom. Everywhere, the individual must 
suffer, if slightly, for the good of the community. In 
the last six months the “‘ Popular Front ’’ Government 
has sought to build up new conditions for the working 
classes by inaugurating three main reforms: holidays 
with pay, collective contracts for work and a 40-hour 
week. 

The economic consequences of this legislation have 
surprised no one. The Government expected difficulties 
and consequently their appearance was merely proof 
that its programme was being put into practice. 
The rise in French prices, however, was due to factors 
other than social reform, for the prices of raw materials, 
of power, and of transport all rose to a new height. 

It was at this moment that currency alignment 
appeared essential. Measures of social reform had per- 
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ceptibly raised the standard of living among the working 
classes and brought with them an increased cost of 
production. The amount of devaluation was calculated 
to cover not only the difference between French and 
world prices but also the additional rise following upon 
increased salaries and other government innovations, 
so that the actual process of monetary reform was, as 
it should have been, more one of alignment than 
devaluation. 

Nevertheless, devaluation at home and economic 
developments abroad have to-day considerably altered 
the face of the problem. Everywhere prices are rising 
and in the new conditions the rise calls for a balanced 
budget. Hence the third phase in the action of the 
Popular Front Government and their efforts at the present 
time to reduce state expenditure. 

In order to protect industries specially affected by 
difficulties resulting from the new reforms, the Government 
is considering an alteration in tariff policy. It is not 
proposed to allow these industries full protection but 
merely time to adapt themselves to existing labour 
conditions and foreign competition. For the same 
purpose the Ministére de |l’Economie had in mind a 
scheme for professional co-operation which would allow 
small and middle sized firms to combine together and 
so reduce their present handicap in the open market. 

Only by co-operation can small firms achieve the 
rational organisation on which the new reforms are 
based, and only by co-operation can a return be made 
to the old level of production. 

The problem to-day is one of production; of how to 
produce in 40 hours what was produced before in 48. 
The same difficulties have been experienced in all countries 
which have passed from a 10-hour to an 8-hour day. 
But in this case it is France who finds herself in the 
position of social pioneer and she owes it to herself to 
succeed. She can do so by means of promoting a sane 
understanding among both owners and workers of the 
the new laws, by introducing new methods of production 
and organisation and by ‘maintaining and increasing 
the level of production as the law itself demands. 

The object of the 40-hour week was to secure for 
workers adversely affected by unemployment the 
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material security and self-respect which work can give. 
It was also inspired by the more important idea of allowing 
workpeople to profit from scientific progress and technical 
invention. Man should no longer be the slave of a 
machine, but side by side with his work lead a cultured, 
leisured and a free existence. Not only should the 
40-hour week improve the worker’s standard of living, but 
it should also create work for large numbers of the 
unemployed, for the 40 hours refer to the man, not the 
enterprise, to the worker and not to the work. 

France will overcome her economic difficulties; there 
is already a marked statistical improvement. The general 
industrial production index rose from 93 in August, 
1936, to 104 in March and to 105 in April, 1937; the 
wholesale price index fell from 540 in March to 530 in 
May, exports increased and unemployment fell from 
386,000 in March to 346,000 in May. The gross railway 
receipts were greater than during the corresponding 
period last year and many of the big industrial owners 
acknowledge that the additional expenditure involved 
in the 40-hour week is already being absorbed. 

A revival of trade is certain. The precedence given 
to social measures over economic reform is explained by 
the fact that, in France, social conditions are less advanced 
than in some other countries, but the progress made in 
this direction fully justifies the temporary inconvenience. 

I am, indeed, definitely of the opinion that the worst 
difficulties have been overcome, and that other countries 
will be soon forced to undertake the social reforms 
we have imposed on ourselves. Some sort of social 
alignment is inevitable. 
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Monetary Keform and the 
Tripartite Agreement 
By M. Roger Auboin 


(Maitre des Requéts au Conseil d’Etat; ancien Conseiller technique 
de la Banque Nationale de Roumanie). 


point. Monetary reform was to be avoided at all 


cc 


T the 1936 elections, all parties agreed upon one 


costs, for what was regarded as a further “‘ amputa- 
tion’’ of the franc appeared politically and socially 
impossible. Actually all hope of French economic 
conditions and prices adapting themselves directly 
to the new world economic position had _ virtu- 
ally disappeared in 1935. Moreover, when M. Blum’s 
Government took office in the summer of 1936, it at 
once abandoned the deflationary policy of its predecessors. 
Costs of labour and production also began to rise owing 
to the social reforms of June, 1936, while the expected 
increase in production did not materialise. 
Unfortunately, political circumstances prevented M. 
Blum from placing monetary reform at the head of his 
economic programme. 

Between May and September, a new large increase 
in wholesale and retail prices had taken place, and 
the difference between French and world, especially 
British, prices grew still more marked. By September 
the index of retail prices had risen to 494, or in terms 
of gold, to 100 as opposed to 82 which was the British 
figure. Moreover the rise showed every sign of con- 
tinuing as the 40-hour week had not yet come into 
operation, while other influences behind the rise in prices 
had not yet exercised their full effect. Industrial produc- 
tion and export trade had fallen lower than at any time 
since the crisis, while unemployment remained at a 
record figure. 

In these circumstances devaluation of the franc 
appeared essential. The Foreign exchange market re- 
mained unfavourable to the franc and, in spite of the 
steps taken to check offerings of francs the Bank of 
France witnessed a steady depletion of its gold reserves. 
By September 25 the gold reserve had fallen to 50 
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miliiards, that was by 30 milliards in the previous eighteen 
months. The politic al difficulties of devaluation had 
long been clear. On the one side the opposition was trying 
to throw upon the Government the blame for an un- 
popular measure. On the other hand, some of the Govern- 
ment supporters, notably the Communist Party, violently 
attac ked any idea of devaluation, and under the pretext 
of “War on Speculation’’ canvassed a_ policy of 
exchange control and economic isolation. The authorities 
were well aware how disastrous such a policy would 
have been both to the economic recovery of the nation 
and to its international prestige ; but to follow it appeared 
the line of least resistance. 

Fortunately all informed politicians had been careful 
even when arguing against change in monetary matters, 
to make reservations concerning the possibility of an 
international agreement, changing the “ isolated dev alua- 
tion” of the franc into a “ general currency alignment.’ 
But it was first necessary to obtain the assurance that 
any fall in the franc would not be followed by a fresh 
devaluation of the other leading currencies. Otherwise 
serious depreciation would have been inevitable. 

Discussions were held in London, Paris and Washing- 
ton, but the matter was delicate, because although Paris 
looked upon the franc’s adjustment as a signal for a 
general stabilisation of the exchanges, it was yet too 
pony to hope for any general return to the gold standard, 

- for the stabilisation of the Anglo-American currencies. 

"Thanks to the skill and wisdom of the negotiators, 
however, Britain, the United States and France succeeded 
in finding a common basis, and the result was the 
Tripartite Agreement of September 25, 1936. 

In this agreement the French Government announced 
its intention of adjusting the franc in such a manner as 
to obtain lasting international economic stability. The 
English and American Governments reaffirmed their desire 
for the greatest possible stability in the Foreign Exchange 
Market ; and all three Governments showed themselves in 
favour of steps being taken, on the basis of such currency 
stability, to improve international trade by the gradual 
abolition of quotas and other systems of trade restriction. 
This agreement had considerable repercussion upon world 
economy and it brought about an immediate align- 
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ment of other gold bloc currencies including the Dutch 
guilder and Swiss franc, and of two controlled currencies, 
the lira and Czechoslovakian crown. A certain section of 
French opinion, however, looked upon the agreement 
merely as a manceuvre to give honourable cover to the 
devaluation of the franc. Such a mischievous notion had 
no foundation in fact. The importance of this first step 
towards relative currency stability, however, could not 
be denied much longer. Trade recovery was in sight. It 
was as Mr. Neville Chamberlain so picturesquely said 
the first cracking of the ice on the approach of spring. 

In order to carry the agreement both in spirit and 
letter and also to mitigate “the reaction of devaluation 
upon internal prices the French Government inaugu- 
rated a partial tariff modification. Customs duties were 
reduced by 15 or 20 per cent., and import licenses by 20 per 
cent. The customs surtax which had been introduced in 
defence against foreign exchange depreciations was 
reduced, and a certain number of quotas abolished. 

On the other hand the same political difficulties which 
held up devaluation, made it necessary to grant compensa- 
tion to some sections of the community while others were 
penalised. 

Actually the moral end of penalising former bears of 
francs was not achieved, and economically the effect of 
the tax on profits derived from gold re-sales to the French 
authorities was to delay the improvement which devalua- 
tion had been expected to bring about. Moreover prices 
were affected by the 40-hour week and by the general 
increase in wages. These two factors coupled with 
devaluation caused another sharp rise in prices. Between 
October and January wholesale prices rose by 28 per cent. 
and retail by I4 per cent., whereas the movement in 
Switzerland and Holland was only slight. 

Again after a temporary improvement on the Bourse 
and an ephemeral repatriation of French funds, the 
latter being checked by the tax on gold, the foreign 
exchange situation once more became unfavourable 
to the franc. The franc was kept rigidly at Frs. 105 
to the pound, but as the Tripartite Agreement and the 
relation between sterling and the dollar left the franc 
free to depreciate to a rate of about Frs. 112 to the pound, 
such a policy merely gave bears of francs an obvious 
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opportunity, at the expense of the Exchange Equalisation 
Fund. 

It was therefore essential to take stock of the conse- 
quences of devaluation and to carry out the necessary 
technical monetary reforms without delay, thereby 
achieving stability on the exchange market and a sound 
foundation for economic recovery. 

The Government had already declared the necessity 
for a “‘ pause’”’ in its general programme, so as to give 
trade time to adjust itself and recovery to become estab- 
lished. It remained to translate this “ pause ’’ into terms 
of practical economic and monetary policy. This was 
done in the financial reforms of March 5, 1937. These 
include the flotation of the new Defence Loan, the institu- 
tion of economy measures, and the inauguration of the 
new committee for the management of the Exchange 
Equalisation Fund. These measures have had some 
effect, even though they were followed by the Clichy 
disturbances which reacted unfav ourably upon public 
confidence. In particular 8 milliards of the authorised 
104 milliards of the new Defence Loan has been issued. 

The Exchange Equalisation Fund replenished its 
reserves with large supplies of gold and currency. 
At the instance of the ‘“ Comité de gestion du fond ”’ 
the franc has been allowed to reflect the fluctuation of the 
market and has settled down at about Frs. 110 to the 
pound. Its comparative stability showed that a satisfac- 
tory level had been reached. Prices, after their rapid rise 
during the first few months following devaluation, have 
remained remarkably steady. Wholesale prices stand 
at about 550 and retail around 580. The difference 
between wholesale and retail prices has been greatly 
reduced and with the franc at Frs. 110 to the pound 
French and English prices are approximately identical. 

Naturally there remain many difficulties. The mone- 
tary changes which resulted from devaluation coincided 
with an immense programme of social reforms. The 
simultaneous application of social and economic measures 
entailed difficulties of all kinds owing either to over-hasty 
or too rigid action. Much remains to be done to co- 
ordinate French profits and production costs with those of 
other countries with a high standard of living. 

It is essential not to yield to the temptation of solving 
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the present problem of French production by means of 
fresh recourse to protection. To resort to such a policy 
would kill with one blow all hope of international co-opera- 
tion, so ably championed by M. Van Zeeland. It would 
entail a renewed and fundamental instability in French 
trading circles, would cause a further rise in prices and 
render our monetary position untenable. It is equally 
necessary, however, to tackle the problem of public 
finance. An article specially devoted to this subject 
shows the immensity of the task and the late Prime 
Minister had recently explained its urgency. In spite of 
theories to the contrary no one can to-day deny the 
necessity and importance of balancing the budget. 

At home there is need for serious economic and 
financial action, but at the present moment events 
abroad play no small part in the development of the 
French internal situation. Both last September and last 
March the French authorities were most anxious to do 
nothing which might lead the country towards economic 
isolation or “‘ autarchy.”” On the contrary they wished 
to co-operate both politically and economically with 
the other great western democracies. It is therefore 
extremely important for these countries to pursue a 
constructive policy. All steps taken in London, Washing- 
ton and Paris should in good time lead to some practical 
improvement in the state of international trade, even 
though in the early stages results might be small. 

The new hope engendered by the Tripartite Agreement 
last September must not be allowed to die. If the gold 
problem, which for the last few months has dominated 
every financial centre, is to be solved in a constructive 
fashion, and if sound foundations are to be laid for the 
peace of Europe, the great western nations which have 
already co-operated in the Tripartite agreement and which 
all three wish to maintain as high a standard of living as 
possible within their frontiers, must set the world an 
example by extending their monetary agreement into 
economic spheres. France, the only country in Europe 
to retain her monetary and economic system in direct 
contact with Anglo-American developments, could, if she 
made the necessary effort at home and provided that she 
sufficiently understood the situation, very successfully 
and very usefully co-operate towards this common end. 
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A View of French Finance 


By M. Vincent-Auriol 
Minister of Justice, Late Minister of Finance 


HE peculiar difficulty of the French financial 
problem can only be appreciated if some account 
is given of the crisis from which it emerged. It is 
well-known that owing to the stability of her finances 
rance was able to postpone her period of financial 
difficulty, but few people realise that the same conser- 
vative qualities which make for stability are often 
opposed to reform however urgent, especially when the 
need for reform coincides with a period of general 
poverty. Of all the larger nations that took part in the 
war, France was probably hit the hardest. Her foreign 
investments, once her great strength, disappeared like 
snow in sunlight in the monetary disturbances of that 
time. Her war debts and the cost of reconstruction in 
the devastated areas, added to the cost of her defences, 
constituted an overwhelming burden, and the French 
nation has had a hard and uphill fight against foreign 
competition. The very mainsprings of her vitality were 
affected, and it was essential that every effort should be 
made to give her some chance of recovery. 

In 1936 France found herself under a triple obligation. 
First she had to guarantee peace abroad; secondly to 
put an end to the social conflict at home arising out of 
the long-drawn financial crisis; and thirdly she had to 
tackle the crisis itself. 

We were therefore bound to make budgetary pro- 
vision for definite military expenditure. We were equally 
pledged to bold social reforms. Finally, we were driven 
to a policy of currency alignment in order to provide the 
country with the economic basis needed for its recovery. 
These measures called for heavy sacrifices, but were 
surely justified. [It was impossible to hesitate when 
economic stability and international and social peace 
were absolute necessities upon which all further action 
depended. We also went one step further. The 1937 
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budget showed that definite efforts were being made 
towards a policy of clarity and moderation. We were of 
necessity pledged to spend large sums upon national 
defence and public works, but we carefully included them 
under a special heading. Every item of expenditure was 
carefully examined and more than five milliards were 
knocked off the original total. Even so, although our 
fiscal reforms simultaneously gave us additional revenue, 
there remained a deficit, whose existence we honestly 
admitted. 

At the time of its presentation, the budget came in 
for violent criticism. To-day, the facts are on its side. 
Now the problem lies clearly before us, and it seems that 
the worst of the difficulties are past. Last February a 
detailed survey was made of all expenditure, and all 
items that were not absolutely essential were postponed. 
The Government accounts continue to undergo daily 
examination, while the rise in prices resulting from 
currency alignment would no doubt justify some “change 
in tariff policy. Thus we persevere with the study of our 
fiscal policy, and so will we slowly but surely rectify an 
adverse budgetary position. The progress will be slow, 
for the task isa heavy one, but we are prepared to embar k 
upon it with energy and perseverance. 

The situation certainly remains serious. Faith is still 
lacking in the national credit; and Treasury expenses 
are heav y. The French inv estor still prefers the too often 
deceptive safety of a foreign security to the reliable 
guarantees of the French market. Nevertheless we are 
confident that with the continued effort towards recovery 
new opportunities will be provided to bring French money 
back to Paris. 

The present level of prices, and the common sense 
and moderation shown by the working classes are two 
sure signs that easier times are in store. The 1937 Exhi- 
bition therefore opens under good conditions and may 
look forward to great success. In the near future public 
finance should once more rest on a healthy basis, and 
should a deficit persist, it will only be due, as in E ngland, 
to extraordinary military needs. We must therefore 
hope that in international affairs wisdom will prevail 
over fear, and that peaceful understanding will render 
unnecessary the paraphernalia of war. 
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The French Banks 
By R. J. Truptil 


Te repercussions of the world crisis did not really 
affect France before 1931-1932. By then, how- 
ever, the fall in the price of commodities and 

securities, combined in some cases with unhealthy 
speculation, led either to the failure or to financial 
difficulties of various important firms (the financial 
house of Oustric, the Comptoir Lyon Allemand, Citroén, 
ete.) and provoked runs on the banks connected 
with them. Thus a large commercial bank, the Banque 
Nationale de Crédit, which was run partly as a “ banque 
d’affaires’’ and two provincial banks of importance, 
Banque Adam and Banque d’Alsace Lorraine failed. 
In each case, however, the Government either alone or 
with the co-operation of the other banks stepped in and the 
deposits were fully paid. There followed an epidemic 
of failures amidst local banks, a replica in miniature 
of the movement which occurred in England a century 
ago and of that which was sweeping the U.S.A. at the 
same time. 


Local and Provincial Banks 

Since then, the decline in the number of the provincial 
banks has continued, through a more satisfactory process 
of mergers and absorptions. Thus the Banque Générale 
du Nord has been absorbed by the Crédit du Nord; 
the Banque Louis Piérard by the surviving Banque 
Adam which, in its turn has been taken over by the 
Banque Nationale pour le Commerce et 1l’Industrie 
(B.N.C.I.).. This last bank, a reconstruction of the 
Banque Nationale de Crédit, stands the fifth of the 
French “ établissements de crédit ’’ and is conducting 
an active policy of expansion, swallowing up local banks 
in various parts of the country.* The Crédit Industriel 
et Commercial has also been expanding its sphere of 
action, but remains faithful to its policy of taking over 
control without completing the merger. 


* The Banque des Alpes, Banque du Dauphiné and Caisse Com- 
merciale de St. Quentin are being absorbed this month. 
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Although there still remain several important regional 
institutions such as the Crédit du Nord and the Société 
Marseillaise de Crédit, the era of the independant pro- 
vincial banks appears to be gradually drawing to its 
close. 


The ‘‘ Etablissements de crédit’’ 


The big French deposit banks have stood the crisis 
remarkably well, owing to their strong tradition of 
caution and to the maintenance of a very high ratio 
of liquid assets. They are run on lines similar to those 
governing the policy of the Big Five in England, and 
the difference between the two countries induce them to 
be even more conservative. 

The following schedule summarizes the main items 
of the balance sheet for the four leading deposit banks* 
(in millions of francs); the percentages refer to the 
deposits :—- 









































; ] | | | | Invest- 
Cash Loans & Accept- . 
a Deposits} and at Discounts} % Advan- % ances, ment ¢c 
eserves ; a : Premi- 
Banks ces xc, 
' ses 
| | 
Dec. 1933 2,879 32,635 6,514 | 20 19,698 | 60 9,503 | 29 273 376 
= 1934 2,881 30,943 6,394 | 20-5 18,162 | 59 9,356 | 30°: 192 375 
1935 2,875 27,552 5433 | 20 15,029 | J8 | 9,263 | 33- 337 367 
» 1936 2,877 28,484 5,503 | 19-5 17,399 | 61 _ 8,858 | 31 472 365 
Jan. 1937 | 2,878 29,832 5,079 | 19 18,113 | G0°5 448 | 31 561 305 
Feb. 1937 | 2,878 29,644 5,906 | 20 17,642 | 59-5 | 9,403 | 32 60 365 
March 1937 | 2,878 | 31,008 8,323 | 27 16,507 | 53 | ),661 | 31 600 365 
April 1937 l 2,878 | 27,703f| 5,871 | 22 | 15,891 | 57 | 1,452 | df 58 365 
| ! | ' 





t¢ May figures should show a rise. 


From over 32:5 billion francs in 1933, the total of 
the deposits declined throughout the crisis and the 
deflation period, until the summer 1936, when fears 
arising from the advent of a socialist government and 
the June stay-in strikes, brought them down to just 
under 25 billions in August. Since then, however, the 
recovery has been rapid, although it should not be for- 
gotten that it is largely due to the devaluation of Sept- 
ember last. 

The rising figures for advances, discounts and accept- 
ances are a reflection of higher prices and increased 
economic activity. The progress in discounts, however, 
has not been maintained. The falling off in recent 


* Crédit Lyonnais, Société Générale, Comptoir d’Escompte, Crédit 
Industriel. 
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months can be connected with a slowing down of trade 
since March and perhaps a certain reluctance on the 
part of the banks to increase their holding of Treasury 


Bills. 


Banques d'affaires 

As a result of their very function, the French banques 
d'affaires, like the London Acceptance houses, could 
not but be severely hit by the crisis. The depreciation 
of investments and the freezing of advances reduced 
their liquidity and in most cases rendered necessary a 
drastic capital reduction. Such were the cases of l’Union 
Parisienne and of the Crédit Mobilier (which were merged 
in a single institution), of l'Union des Mines and of the 
Banque Transatlantique. 

The leading bank in this group of banques d'affaires, 
the Banque de Paris et des Pays-Bas, alone, has stood 
the crisis without a capital reduction. It has, however, 
severely curtailed its general expenses and, since 1933, 
completely suspended its dividend payments, pre- 
sumably using up all its declared (and undeclared) 
profits for the writing down of depreciated assets. 


FIVE ‘‘ BANQUE D’AFFAIRES ’—MAIN ITEMS IN 
MILLION FRANCS 





Accept- 




















! ' | | , 
. nvest- 
} Capital* | Cash and Loans = ss 
| ments ances — 
and Deposits | at Discounts and . Profits 
; | : and Endorse- 
Reserves | Banks | Advances . 
Premises ments 
| | | | 
D 33 28 4,115 1,021 1,645 | 1,605 1,305 238 34 
» 1934 | 1,077 3554 753 1,419 1,503 1,136 198 10 
35 1,059 159 779 1,305 1,412 I,119 265 9 
6 | 3,329 3,81 1,172 1,743 1,267 1,095 204 20 





* Including capital reductions and increases. 


For the majority of the banques d'affaires it would 
seem that recovery is well on the way. Although the 
Stock Exchange recovery of last winter has not been 
entirely maintained, it has enabled these banks to 
unload securities, thus improving their liquid position, 
whilst their close connection with the leading industries 
whose position has considerably improved should increase 
their earning capacity. For the banques d'affaires, 
however, one of the main sources of profit was the issue 
of private loans and this activity has been completely 
stopped by Treasury requirements. 
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, 


La “ Haute Banque’ 

Somewhat similar to the banques d'affaires, are the 
houses known as “de haute banque.’”’ Mainly under 
Protestant or Jewish control, these firms have had a 
considerable influence during the last century. They were 
responsible for the financing of the railway construction 
and for the development of the heavy industries. They 
also undertook the management of private investments 
for the wealthiest of French families (the “ three hundred 
families ’’ mentioned by Proud’hon a hundred years ago !) 
Most of these ‘‘ maisons de haute banque” have con- 
siderably declined; Rothschild has been turned into a 
powerful private investment trust, whilst the Protestant 
houses have been severely hit by the losses of their joint 
enterprise, la Banque de l’Union Parisienne. Finally 
their prestige has been badly shaken by the reform of the 
Bank of France whereby they were in fact ejected from 
the Conseil de Régence on which they claimed a de facto 
hereditary right to sit. With the important exception 
of houses such as Lazard Fréres, the “‘ haute banque ”’ 
plays now a minor role in French banking. 


La Banque de France 

We now come to the old lady of “ la rue de la Vrilliére ’ 
and it will be seen that she has lost none of her respecta- 
bility although she had to part with a substantial portion 
of her treasured gold. It must not be assumed that the 
gold lost by the Bank has been lost by France. It is 
now held for the most part, at home or abroad, by 
French nationals either in form of bullion or in foreign 
currencies, and is therefore likely to come back some 
day. 

The changes in the Bank position can be followed in 
the schedule on the next page which gives the main items 
of the balance sheet. 

On the liability side the stability of the note issue is 
remarkable, and shows that there has been no monetary 
inflation. The private deposits include the balances of 
the Exchange Equalisation account of 10 milliard francs 
created in October 1936. When this fund sells gold it 
receives French francs which are not used as in England 
to buy Treasury Bills, but are kept on account with the 
Bank. 


, 
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_ 
BANK OF FRANCE 
In millions francs* 
Assets June2 | June7 | June5 | June3 
1933, | 1935 | 1936 1937 
| 
_—— — oat ad | | 
Gold . : si 81,062 70,725 55,521 57,359* 
Commercial Bills . 7 oo | 2,946 | 8,352 | 19,550 | 8,520 
Foreign Bills oe we 3,947 Q5I | 1,269 | 1,399 
Advances on Securities .. | 2738 | 4,244 | 4,544 | 4,050 
Loans to State without 
interest :— 
Permanent .. eet 3,200 3,200 | 3,200 3,200 
Provisional .. i = — — 19,980 
+ . . . | 
Negotiable bonds sinking | 
- | , ) . 
fund | 6,582 5,805 5,708 5,642 
Other assets | 5,478 | 3,919 4,465 3,800 
peers 
Liabilities 
Notes circulation .. | 84,615 | 82,125 | 84,962 86,971 
Public deposits .. +» | 2,218 | 2,809 | 1,591 2,488 
Private deposits .. -. | 16,643 | 11,055 6,399 13,770 
Other liabilities .. ee 2,476 2,384 2,793 | 2,088 
Ratio of gold reserve to 
sight liabilities . . <« | 983% 73°S% 61% | 55°5% 














* The gold stock is valued on the basis of the franc at 49 milli- 
grammes (instead of 65-5) since October 2, 1936. Revaluation on 
a 43 milligrammes basis would increase the stock by 8 billions. 


On the assets side the shrinking of the gold holding is 
impressive- as against 5, 300 metric tons in June 1933, 
the Bank now holds only 2,800 tons of gold (200 tons of 
which can be considered as earmarked for the repayment 
of the British banking credits due in December). The 
financing of the budgetary deficit is responsible for the 
appearance of the item “ provisional advances to the 
state’ upon which no interest is paid. The figure of 
20 billions at which these advances stand includes over 
10 billions of advances already made a year ago under 
the screen of “discounts,” which were abnormally 
inflated in June 1936. 

Summing up the evolution of the Bank of France 
balance sheet it may be said that whilst in 1933 the 
whole of the note circulation and short liabilities were 
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covered by gold and commercial bills up to 88 per cent., 
there is now a covet of a similar nature for two-thirds only. 
the balance consisting of government debts and securities. 
The position, however, remains very strong, and shows 
that, in itself, the currency remains sound. 

This review of the French banks makes it clear that 
they have shown through the crisis a stability second only 
to that of the British Banking system. Although ina few 
cases State help has been extended, there has been nothing 
like a collapse in any part of the system and it has not 
been necessary to create any “ Reconstruction Finance 
Corporation.”” When monetary devaluation was resolved 
upon, the Banks’ situation could in no way be considered 
to have been a cause of it, contrary to the experience 
of other countries. 

To gauge properly the relative size of the various 
institutions which control the management and distri- 
bution of credit in France, the following schedule may 
prove useful. 

Capital Note 
and reserves Deposits _ Circulation 
(Frs. millions) 
Caisse des Dépots et des 


Consignations* .. ws 100,000 
Banque de France 500 16,000 86,000 
6 Deposit banks and affi- 

liated banks... : 3,500 37,000 
Independant provincial 

banks .. ei ta 1,000 6,000 
Banques d'affaires. . i 1,000 4,000 








* The Caisse des dépdts et des Consignations is a State institution 
which controls and manages the deposits of the saving banks, the Post 
Office cheques account, and many public funds including sinking funds. 


THE “‘ FRONT POPULAIRE’’ AND THE BANKING 
SYSTEM 
The first Popular Front Government in France has 
affected the banking system in two ways: first through 
its social laws, and secondly through the reform of the 
Bank of France and by the impe nding institution of some 
form of control over the Banks. 
The new social legislation of 1936 has created new 
problems for the deposit banks. The rise in salaries 
of badly paid bank clerks and the 40 hours’ week are 
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telling most on the banks with branches, whose general 
expenses have been considerably increased. 
Their profits are thereby reduced as follows :— 


(6 Etablissements de (7 regional banks) 
Crédit) 
fons .. Hrs. 218 millions Frs. 65 millions 
1934 ~.- - Frs, 214 Se Frs. 64 
1935 «- .. Frs. 220 2 Frs. 62 5 
1930 .. .. Frs. 185 Frs. 42 ‘a 


As a result it will be necessary to take measures to 
reduce the cost of labour through development of mechani- 
sation, and to decrease costly competition between the 
banks. Already some branches have been closed in 
accordance with regional agreements. Such a rational- 
isation should benefit the banks and their clients but it 
will throw out of work a certain number of clerks. 

Much more important and interesting are the purely 
banking reforms. So far the Bank of France alone has 
been dealt with. 

For years past it had been obvious that most members 
of the Court had ceased to represent any economic 
interest but their own. By a tradition similar to that 
which makes so many merchant bankers members of 
the Court of the Bank of England, the “ Conseil de 
Régence’’ included representatives of the houses of 
Rothschild, Lazard, Vernes, Mirabaud, Hottinger, Neu- 
flize and a few industrialists, together with some retired 
finance officials who thus received their “ baton de 
maréchal.’’ As we have already mentioned, the majority 
of these houses had ceased through the last fifty years 
to be leading banks, and a reform depriving them 
of an obsolete privilege was long overdue. In point of 
fact, it was only through their impartiality and sense 
of national responsibility that the private bankers had 
maintained for so long their position as Régents. The 
new Court includes representatives of the Finance 
Ministry, thus securing a better understanding in the 
all important co-operation between the Bank and the 
Treasury ; a useful connection is also established with the 
Caisse des Dépéts et des Consignations and other national 
institutions; trade, industry, agriculture, the co-opera- 
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tives, the trade unions, are now represented on a court 
of twenty members. 

The Bank has thus been freed from any reproach 
tending to make it appear as the obedient servant of a 
small oligarchy of bankers. The new members of the 
Court can see for themselves that through the agency of 
its 260 branches and agencies the Bank of France is 
distributing credit according to true democratic principles. 

What is more important is that it seems now much 
more difficult to imagine a political conflict between the 
Bank and the Government such as occurred repeatedly 
in the past owing to the complexion of the Court. The 
Bank of France can no longer be used to bring about the 
fall of a democratic government. 

There is no doubt that the Popular Front desires to 
carry further the neutralisation of the bankers’ political 
power through a scheme of control. 

So far French banks have been entirely free from 
control or restrictions except for fiscal purposes*. Prior 
to M. Blum’s resignation, a parliamentary sub-commission 
was preparing new legislation which would alter sub- 
stantially the present situation. The measures most 
likely to be carried out included : the creation of a special 
body of bank inspectors responsible to a central banking 
commission ; the obligation for all banks to communicate 
monthly statements to the Bank of France and to publish 
their balance sheets according to prescribed forms; the 
fixation by Government decrees (upon the advice of the 
central commission) of the cash ratio, and also of a ratio 
for discounts (these including commercial bills and 
Treasury Bills). Such measures might offer valuable 
guarantees for the depositors provided that Government 
officials were not a majority on the central commission. 
The reverse proposition, which was however under con- 
sideration, would give rise to a very strong opposition, 
for it would appear to many as a means of securing a 
Government interference in the conduct of banking 
business and the distribution of credit. Whilst State 
co-operation in the control may appear perfectly legiti- 
mate in view of the fact that, in practice, the Govern- 








* And under the Poincaré Government a foreign exchange control 
from 1926 to 1928 
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ment has to support any defaulting bank of important 
size, the French Banks on the whole cannot be accused 
of any mismanagement which could justify measures 
depriving them of their freedom and responsibility. 

The Bank of France can already exert a very sub- 
stantial and efficient control upon the banks. If one 
takes into account the fact that a very high proportion 
of the managers of the Etablissements de Crédit have 
been officials of the Treasury, a State control through 
the Central Banking Commission would appear unneces- 
sary. The large French banks have shown that they are 
conscious of their national function and responsibility. 
A better solution would be to have the banking profession 
and trade controlled by the bankers themselves, in close 
connection with the Central Bank and the Finance 
Ministry, but under their own moral responsibility. 
Otherwise the scheme would tend towards nationalisa- 
tion of that part of the credit structure which still benefits 
from the advantages of competition and individualism. 

The last of the developments which may occur in the 
French banking system, would be the granting to the 
Bank of France of power to practise open market opera- 
tions. In the present juncture, provided such measure 
would be part of a general programme of financial 
‘“assainissement ’’ and not purely an inflationary ex- 
pedient, it could substantially relieve the strain on the 
Paris money market by widening the credit base, and 
help France to await the beneficiary effects of its slow 
recovery. 


French Commercial Policy and 
Anglo-French Commercial 
Relations 
By M. Jean Naudin 


Chef du service des pays de langue anglaise au Ministére du Commerce 


RANCE has always been primarily concerned with 
EF the protection of her own market against foreign 
competition ; any idea of encouraging export trade 
has taken second place. This explains why French 
commercial policy is generally considered to be extremely 
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protectionist, an impression which is further fostered by 
the import quota system, established in 1933 and con- 
tinued up to the present day. 

It would, however, be unfair to accuse the French 
Government of immoderate protection. French customs 
duties are not high compared to those of many other 
countries. They affect only about 22 per cent. of French 
imports, while in England the proportion of dutiable 
goods to total imports is 30 per cent. On the other 
hand, it must be remembered that the revenue from 
custom duties in England includes items which in France 
are frequently entered under separate headings. Never- 
theless, a limited application of the quota system has 
not prevented trade returns from revealing a general 
increase in imports. 

For many years protectionist tendencies have existed 
in France, arising out of conditions prevailing there for the 
past half century. The main principles of French customs 
legislation were laid down in the laws passed by the Legis- 
lative Assembly on January 4, 1892. At that time 
agricultural interests took first place. This is equally 
true to-day, since French protection has always been 
primarily concerned with agricultural products. The 
French peasant welcomes foreign goods in France only on 
condition that he can sell his own produce in the home 
market at top prices. French tariffs are for the most part 
fixed, and in principle they cannot be altered by commer- 
cial agreement with other countries. Actually the size 
of crops varies greatly from year to year and so there is a 
case for some flexibility in the agricultural tariff. In 
practice the farmer is only concerned to increase tariffs, 
never to reduce them. Thus the “loi du cadenas’’ of 
1897 enables the Government to raise the tariff on 
agricultural products by immediate executive decree. 
But as agriculturists believe that any lowering of tariffs 
must necessarily be prejudicial to their interests, their 
Parliamentary representatives are careful to take no 
steps towards any such reduction. Thus tariffs affecting 
agricultural goods move in one direction only and that is 
upwards. 

Actually in urgent cases the Administration can always, 
without risk of censure, prohibit imports on the grounds of 
protecting agricultural produce from disease or parasites. 





58 THE BANKER 


The French Government is not alone in using these 
methods and there are several instances in Great Britain 
of articles being prohibited nominally for sanitary, but 
actually for economic, reasons. 

But although customs and sanitary regulations may 
seem to have adv anced far in the years 1892-1931, they can- 
not be compared in efficacy with the quota system. This 
system enables the Minister of Agriculture to regulate the 
volume of imports. If the harvest is big he will reduce the 
quota: if there is a decrease in consumption, imports 
are restricted in volume accordingly, while, whenever it is 
necessary to put a stop to speculation for a rise, stricter 
quotas can be decreed. The quota system gives the 
Government direct control over the agricultural “producer 
and, further, whenever the Administration sees any 
possibility of an unwanted but necessary rise in the quota, 
it can always encourage farmers to improve the quality of 
their products and concentrate on better methods of 
production. These restrictions definitely provide better 
marketing conditions for agricultural goods and it is only 
very occasionally that recourse is made to the restraining 
influence of stricter quotas. The quotas mainly act 
upon agricultural products—a proverbially uncertain 
market. This same uncertainty accounts for the hesita- 
tions, contradictions and apparent opportunism of French 
commercial policy. 

France’s commercial interest in agricultural matters is 
therefore to protect home production. Any idea of free 
trade or mutual economic dependence between nations is 
alien to the mind of the French peasant. It is probably 
equally unknown to the industrial worker who finds in 
agricultural protection, affecting, as it does, the cost of 
living and his salary, an excuse for demanding similar 
protection against foreign competition. Thus, because 
French manufacturers are subject to heavy social and 
financial charges, making it difficult for them to sell 
their goods at competitive prices, they are frequently 
aided by the imposition of a quota upon foreign imports. 
Again, industrial production is not subject to seasonal 
fluctuation and is capable of more rapid development, 
and so there is often a surplus of goods for which 
an outlet must be found abroad. To-day the French 
Government is pestered on all sides with demands for 
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tariff increases and stricter quotas. During the last year 
it has undertaken the not inconsiderable task of improving 
the social condition of the country, and the execution 
of these programmes, coupled with the events of the 
last few weeks, make a new move towards protectionism 
appear more likely. 

To-day Great Britain is, by a long way, France’s most 
important client. The 1936 French trade returns show 
that exports to England were three times as great as ex- 
ports to Germany ‘and four times as great as those to 
Holland. The year ended with a balance of Frs. 300 
million in our favour for British trade alone. 

No French Government, concerned with traditional 
commercial interests can ignore the potentialities of 
trade with Great Britain. No French manufacturer can 
overlook the size and enormous resources of the British 
market and the fact that goods exported to England 
are paid for without fail and without the delays so 
usual in other cases. The British Government, on its 
side, can hardly wish France to adopt a system of control 
and exchange restrictions like that of Germany or Italy. 
The Tripartite Agreement of September 29, 1936, in 
which the franc was aligned with the pound and the 
dollar, is proof positive of the understanding which 
exists between France, Great Britain and the United 
States. More recently Great Britain and France have 
announced their desire to collaborate in order to bring 
about freer trading conditions and have given their 
official patronage to an inquiry into the means of miti- 
gating trade restrictions all over the world. This task 
has been undertaken by a Belgian economist, M. Frére, 
under the auspices of M. Van Zeeland. M. Daladier, 
a member of the Popular Front Government and some- 
time Président du Conseil, speaking at Manchester, 
reaffirmed the intention of both Governments to defend 
such trading rights as have been decided upon on both 
sides of the Channel. 

Neither France nor England can overlook the diffi- 
culties in the way of a return to complete economic 
liberalism. We have just seen how farmers and manu- 
facturers in I'rance are wedded to the quota system. 
It would beextremely difficult to doaway with this method 
since all French trade agreements concluded in the last 








60 THE BANKER 


five years depend upon it; its abolition would at least 
for the moment deprive the Government of all bargaining 
powers. 

At the beginning of 1934 the French Government 
wished to reduce some of the quotas previously granted 
to Great Britain, in order thereby to obtain certain 
concessions. The British Government, on its side, decided 
to impose a special surtax on a number of French articles. 
The agreement of June 17, 1934, which emerged from 
the dispute, gave British exporters of restricted goods 
the right to a definite amount of the full quota, that is, 
of the total weight of any given product allowed into 
France from any country. The Anglo-French Commer- 
cial agreement thus depends upon the principle of 
non-discrimination in quotas, and so greatly restricts 
the liberty of action of the French Government. 

Circumstances havesince proved that British merchants 
were well advised in demanding this quota guarantee, 
especially applied to coal, England’s primary export to 
France. At the beginning of 1937 the French Govern- 
ment greatly increased its coal purchases. English mines 
have derived great benefit from this, as their shipments 
to France under the quota have gone up by nearly 
50 per cent. During the first quarter of 1937, English 
sales of coal increased by 700,000 tons and caused a 
reversal of the Anglo-lrench trade balance in favour of 
Great Britain. 

The heavy increase of imports into France since the 
New Year has caused much concern to the Government. 
It constitutes yet another obstacle in the way of the 
modification or abolition of the quota system and return 
to freer trade. However anxious Great Britain may seem 
to improve commercial relations with other powers, and 
however much she may call attention to the virtual 
absence of restrictions upon her own imports, it may be 
permissible to suggest that she does not seem particularly 
anxious to give practical support on her own side for 
what might be called “ tariff demobilisation.”” The 
United States, on the other hand, realising that their 
tariffs were too high, agreed to reduce duties upon 
French goods in return for French quota concessions. 

Further, the British Government is pledged to the 
establishment of the separate tariff system for the British 
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Empire embodied in the Ottawa Agreements. British 
Imperial Preference was first thought of long before the 
War. The Ottawa Agreements of August 20, 1932, 
were a fitting tribute to the success of this policy and 
so the British, in spite of being convinced supporters 
of the most-favoured nation clause, have succeeded in 
organising a huge market which this famous clause does 
not affect. Imperial Preference may be one of the key- 
stones of British commercial policy to-day, but it is not 
without its difficulties for other nations. 

True, there is no question of autarchy. Great Britain, 
Ireland, Canada, South Africa, Australia and New Zealand, 
India and British possessions overseas are open to 
imports from all parts of the world, but only after 
meeting first the interests of all members of the Common- 
wealth. The European powers feel themselves bound 
together to fight this block. For it restricts the market 
for their goods and forces them to fall back upon 
themselves and organise some system of closed production. 

France, who herself possesses a large colonial empire, 
can well understand British imperial policy, but French 
trade as a whole is affected none the less. France is 
forced to buy a large part of her raw material needs from 
British Dominions or Colonies, such as wool, jute, cotton, 
oil, rubber, tin, etc., as well as the coal imported from 
England. She is able to export only manufactured 
articles in return for these purchases and finds enormous 
difficulty in doing so owing to the preferential tariff 
system. In 1936, the French trade balance with South 
Africa, Australia, Canada, India and the Malay States 
showed a deficit of Fr. 2 milliards, or in round figures, 
close on £20 millions. This is a serious deficit for France, 
which to-day is causing serious results. None the less 
the British market remains a large consumer of French 
goods, and the French Government, therefore, attaches 
the greatest importance to the maintenance of good 
trading relations with Great Britain. 

In conclusion, let us hope that trade between France 
and Britain will develop under the existing conditions. 
It would, however, undoubtedly be stimulating to the 
trade of both countries if the principal products exported 
on each side were subject to preferential treatment. 
Agreements might, for example, be concluded on such 
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definite questions as the exchange of woollen materials, 

cars and cinematograph films. Finally it should be 
possible to improve the market for such staple and 
traditional French exports, as silk, wine, brandy and 
liqueurs in return for such concessions to British exporters 
as the French Government legitimately could grant. 


France and her Colonial Empire 
By M. Albert Sarraut 


Minister of State, former Prime Minister 


HE Irench Colonial Empire was not, as one might 
think, born of the desire for adventure or the love 
of conquest and prestige. It is a pressing and 
immediate necessity to the very existence of our country 
as destiny has shaped it. ‘“‘ The geography of a people 
determines its history.’’ This luminous aphorism of 
Napoleon I explains our whole national history from 
its beginnings. 

Surrounded on three sides by sea, France is at the 
same time both protected and threatened. The defence 
of the sea-frontiers, as indispensable as that of the land 
frontiers, rests only in part upon the coastline, which 
actually is the “last resort” of this defence. The real 
system of protection is on the seas. First there is our 
navy with its bases of operation, that is, the strategic 
points of the globe and around them our colonies. 
Behind these lie the hinterlands which must pay the 
cost of the whole system, and which must augment with 
their contingents the armed forces of the Motherland. 

The Colonial Empire is also a necessity of our national 
temperament. The Frenchman is expansive, curious, 
and a born propagandist—he desires both to extend his 
knowledge and to win the admiration and esteem of 
others. He wants his “ place in the sun,” respecting the 
place of other nations, but allowing no one to deny him 
his own. 

Finally, the Colonial Empire provides us with a 
humanitarian vocation. We believe ourselves to be 
guardians of a magnificent civilisation, an imposing 
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national heritage, and, as a direct result, we believe that we 
can spread some of the truths and secrets which can make 
man happy. Our native open-heartedness, our tastes, our 
culture, lead us to communicate to others the benefits 
we ourselves enjoy. So long as we see men less fortunate 
around us, something is lacking from our peace of mind. 
This motive, so profound, not only created our Empire, 
but guides our whole policy outside Europe. 

This conception of a Colonial Empire, therefore, and 
its realisation, is neither a risky and random aim, nor the 
appanage of a régime. It controls the whole of French 
development throughout the centuries, once the mother 
country has no more to fear from her European neigh- 
bours. Every page of our history bears witness to this 
fact. The crusades themselves were, all unconsciously, 
the first attempt at colonial expansion. 

One may say as much of the Malouins and Dieppois 
who knew America before Columbus, and it was Francis I 
who first determined our colonial destiny by his agree- 
ments with the Grand Turk, and by the establishment in 
the Levant of a French sphere of influence of which 
to-day we still reap the fruits. The train was laid: 
Richelieu and Colbert, with bold and dogged patience, 
gave us our first overseas empire, which was for a brief 
moment the finest in the world. Asia saw us in Indiz, 
America saw us in Canada, and in the West Indies 
cockpits of French heroism in those days of Thomas 
l’Aguelet and Lorenzo the Magnificent. Then came the 
collapse of 1763, and the loss of the work of Dupleix and 
Montcalm. Louis XVI had no time to repair the mistake 
of Louis XV. We owe to his time, however, our settle- 
ments in Oceania. 

After the wars of the First Empire, in which the 
colonial idea inevitably eclipsed, the conquest of Algeria 
marked the resumption of our colonial ambitions. 
The magnificent effort of the Third Republic, under the 
direction of men whose names have gone down in history, 
has given us a Colonial Empire second only to that of 
England : : the African group comprising Algeria, Morocco, 
Tunis, the Southern Territories, the 8 colonies of French 
East Africa, the 4 colonies of French Equatorial Africa, 
which now have for neighbours the two mandated 
territories of Togoland and the Cameroons; the Asiatic 
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group, with Tonkin, Annam, Cochinchina, Cambodia, 
Laos and the Oceanic settlements. Between these two 
groups Madagascar, La Grande Ile, and Réunion. Then 
the five cities of Hindustan, what remains from Dupleix, 
and St. Pierre Miquelon remaining from Montcalm; and 
finally—our finest inheritance of the past—our “ old 
colonies’’—Martinique,Guadeloupe, French Guiana, distant 
members, still young and throbbing, of the Motherland. 

This stubborn continuity of our history and of the 
Governments which made it, is the principal, irrefutable 
proof that our Empire, far from being the product of 
caprice or conceit, is absolutely necessary to the very 
existence of France. One cannot imagine a prosperous 
France, or even the existence of France, without her 
Colonial Empire and the riches it brings her in every 
sphere. It is proof also that, aware of her humanitarian 
duty and the responsibilities born of her own power, 
France knows herself bound without hesitation to bear 
in the four quarters of the globe her share of what 
Kipling called, with tragic simplicity, “ the white man’s 
burden.” 

This burden France knows well, in all its weight and 
importance, both for herself and for her colonies. The 

might of the nation, the rich virtues in the character of 
her people, her peculiarly developed altruism, all concur 
to make her accept, with a steadfast heart, these in- 
numerable and strict obligations. She is not disposed to 
shirk any of them. 

Let us take first her political and national obligations. 
It is all very fine to proclaim that one’s country possesses 
10,000,000 square kilometres of land outside Europe, and 
on this land more than 60,000,000 inhabitants. But the 
fact remains that these lands and these men must be duly 
and constantly protected, directed, and their condition 
bettered. This process, extended into every sphere, can 
only be carried out through close relations and frequent 
contacts. Thus it means primarily the necessity for a 
large, strong, vigilant, well-trained navy, calculated on 
the basis of the number of colonies, and their distance 
from the mother-country. It means, too, the necessity for 
defensive forces, internal and external, in each colony. 
It means the occupation of the “ nerve centres ’’ and the 
creation of systems of fortification, allowing each member 





le 
le 
of 


1S 











“FRENCH COLONIAL EMPIRE. 65 


to possess combined local resistance strong enough to 
await without peril the aid of the distant Motherland. 

It means, too, for the benefit of these peoples, new 
or renewed, a financial co- operation putting generously 
at their disposal the resources necessary to their develop- 
ment, and which they could not, in the first years of 
colonisation, find within themselves, Finally, to sum 
up, it means the political, ethical and economic equip- 
ment of new territories, with full initiative and respon- 
sibility for the inhabitants of this territory. In return, 
we find there a scene of activity for our youth, and the 
benefits of the soil and the subsoil, and raw or manu- 
factured materials which the latitude and the climate 
of the mother country do not provide. 

There are other major obligations which bind us. 
They are the human obligations which our traditions and 
our national character lay upon us, more strictly and 
more imperatively than all the others. Our profound 
regard for human dignity, our hereditary aspiration 
towards the welfare of our fellow-men, towards the 
increase of universal happiness and towards the fulfilment 
of brotherly co-operation between civilisations and their 
leaders, lay heavily upon our shoulders the famous 
white man’s burden—so great an honour to bear that not 
one of us, whatever the dangers and the weariness it 
brings, will consent to lay it down. We are, and know 
ourselves to be, the guardians and trustees of new races, 
leading them on to their political destinies. But we feel at 
the same time an adult responsibility towards these our 
younger brothers, whose intelligence needs to be awakened 
or reawakened, and whose future happiness we value as 
we do our own. Therein lies the greatness of the French 
conscience, which understands and accepts no benefits of 
rights acquired without their inherent obligations. 

Everywhere and always, to-day more fully than 
before, and to-morrow doubtless more fully than to-day, 
France in ev ery corner of her vast Empire has assumed 
and will continue this tutelary réle, which makes for 
equality of race through the equality of civilisations and 
their intellectual leaders. Wherever we have come, we 
have watched over the destinies of the human being 
committed to our charge; we have protected children; 
we have fought and conquered epidemic disease; we 
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have raised the status of woman in the family; we have 
prolonged human life. We have opened schools; we 
have facilitated access to all grades of education ; we have 
revealed to all classes their social duties; and when we 
thought them fit to recognise and fulfil these duties, 
we gave them a share in the conduct of their affairs and in 
the work of their Government. We have associated them 
with ourselves, and we have not feared the results of their 
deliberations. We do not fear the consequences of our 
actions, because we have done all in our power to make 
man happier and consequently better. And neither we 
nor those who come after us shall halt in this upward 
progress, difficult yet praiseworthy, until we reach the 
goal that we have set ourselves. 

What conclusion can we draw from these authentic 
statements? One only—and that is that we shall not 
abandon half-way the peoples who have stretched out a 
trusting hand to us. It would indeed be most dastardly to 
cease suddenly in the smallest corner of our Empire to 
play that brotherly and protective part we assumed when 
the colonies first became ours. For the results already 
obtained make us feel deeply that no one will play that 
part with more authority and inclination than ourselves. 
Were this the only reason for giving up any of our 
Colonial Empire, it would be abundantly sufficient to make 
us resist any temptation to give it up. It is important 
that the world should become thoroughly convinced of 
this our firm decision, of the force of our logic and the 
humanity of our task. 

This having once been stated and understood, we feel 
that for so mighty a task it will be pleasant for us and an 
advantage for our Empire, to accept collaborators imbued 
with the same ideas as ourselves. In the sphere of 
cconomic competition, where the goodwill of Europe can 
fruitfully be exercised, we shall ‘adhere consistently to 
the policy of the open door. If we oppose inflexibly any 
amputation, any mutilation, of our “ France Overseas, 
we do conceive, and have many a time expressed, the 
possibility of co-operation with nations not supplied with 
colonies, in large combined enterprises such as_ the 
exploitation and development of the vast African con- 
tinent. It is a task in which each would find his interest 
and advantage, if it were undertaken and conducted in a 
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silt of peace and elias = all the waitishaiaty, We 
shall never be loth to discuss such matters with anyone 
who may shew himself sincerely imbued with this same 
spirit. 





French Communications and the 
Merchant Marine 


By M. Olivier 


Président de la Compagnie Générale Transatlantique. 


EANS of communication both within and without 
M its own frontiers have long affected the political 

power of a country, its social prosperity, and its 
civil and commercial liberty. In the past trade routes 
constituted important and jealously guarded assets to 
the commerce of nations, which, on the whole, were 
self-supporting. Now, owing to the system of inter- 
national economic dependence that has grown up in the 
world in spite of its struggles to the contrary, transport 
has become a separate industry. It has in fact become 
not only an aid to international trade and an important 
factor in the national balances of payments, but a large 
collector and distributor of wealth. Little by little it has 
developed into a public service, presenting Governments 
with all the economic problems inherent in an industry 
employing large quantities of capital and labour. 

France through her geographical position is equipped 
both by man and nature to be a centre of communication 
and distribution. France is in fact an isthmus and a 
passage way. She lies between four seas and is the 
western buttress to the European continent, flanked 
by the Italian and Spanish peninsulas. She possesses a 
large sea-board on the Mediterranean and being the part 
of the European continent nearest to America she has 
always been by necessity and by choice the passage way 
for all goods bound either for countries to the North and 
East of Europe or for Asia, Africa or the Pacific. 

It is clear that France’s communications had to be 
adapted to these needs. She must possess roads, railways 
and canals, ports, a merchant fleet and civil aviation. 
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Road, rail and water are a trio familiar enough, named 
as they are in one breath and the ceaseless subject of 
discussion. But to France they mean 6 milliards francs’ 
worth of industrial orders yearly, 23 milliards francs in 
receipts, 50 milliards of passenger-kilometres and 45 mil- 
liards of ton-kilometres of goods, and either directly or 
indirectly the employment of 1,500,000 men. 

Navigable waterways in France fortunately form a 
convenient net-work of their own connecting the Rhine 
and Central Europe with Paris and the North of France. 
They connect the Channel ports with the ports of the 
North Sea and Marseilles, the Atlantic seaboard with 
the Mediterranean. They are 7,000 kilometres in length 
and used by 15,000 boats or barges. These carry 50 
million tons of goods each year—as much and even more 
than the entire merchant marine—and give a livelihood 
to 60,000 people. Industrial France receives all its 
supplies of coal, minerals and heavy merchandise by 
water, and all combustible liquids travel from the coast 
to the interior by boat. 

French roads which were long famous in England for 
their surface and park-like surroundings deteriorated 
during the war; moreover railways had been driving 
their traffic away. In the last 20 years there has, 
however, been a startling improvement in French roads 
and more than 35 milliards have been spent by French 
public authorities to make them into the finest system 
of road communication in the world. To-day French 
roads are used at the rate of 25 milliards of travellers to 
one kilometre, thus equalling the railroad figure, while 
about 7 milliard tons of goods are transported per 
kilometre (or a sixth of those transported by rail). 

There are 8,150 railway stations in France. The 
railways are equipped with 36,000 carriages, or seats for 
2 miliion persons, half a million trucks capable of carrying 
in all up to 9 million tons weight, and 20,000 locomotives. 
French railways transport on an average 665 million 
persons a year, or 25 milliards passenger-kilometres, 
that is to say on an average every French person travels 
585 kilometres by rail annually. Every year 220 millions 
tons of weight are sent by rail, which means that 
every Frenchman sends 762 tons over a distance of one 
kilometre. Railway finances in France as in other 
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countries present a very definite and difficult problem 
for the Minister of Finance, but the railway service is 
regular and well organised and trains are constantly 
attaining greater speed. 

As regards French external means of communication, 
France makes no pretence at being an essentially mari- 
time nation. She has too many other interests and her 
production is too diversified. In spite of this she 
possesses a powerful merchant navy. Geographically 
France is a maritime nation, possessing three thousand 
kilometres of coast line abutting on four seas. She is 
specially since the war, a nation of great industrial 
importance with a foreign trade amounting to 80 million 
tons weight, 45 per cent. of which travels by sea. She 
possesses the second largest Colonial Empire in the 
world with which she contracts 30 per cent. of her total 
trade, while her overseas possessions in Africa are so 
near as almost to form part of the home country, pro- 
vided communications between them are guaranteed by 
the French navy. Unfortunately France must always 
keep a weather eye on her defences. In times of war the 
freedom of the seas and the safety of foreign communi- 
cations become for her a matter of life and death. Ina 
word, as Richelieu once said (and it is equally true 
to-day), ‘“ France, without a merchant navy, can neither 
wage a war nor benefit from peace.” 

To fulfil her needs France possesses a merchant navy 
of roughly three million tons (2,951,000 tons at the begin- 
ning of 1937) of which 1,200,000 tons are cargo boats, 
g68,000 passenger ships, 250,000 tons tankers and the 
rest cargo boats of various sorts and kinds. Compared 
with that of other nations the French fleet has an ab- 
normally large number of passenger ships, but is deficient 
in tankers. It is of average age (owing to the modernity 
of her passenger ships) but possesses few motor driven 
vessels. Her passenger ships are fast while her cargo 
boats are amongst the slowest in the world. 

The high proportion of passenger ships in the French 
fleet is hardly surprising, for they carry 3,500,000 pas- 
sengers a year. France with her wide sphere of interest, 
her central geographical position and her large tourist 
trade, is compelled to maintain her position in the 
great trade routes of the world. She is forced to keep in 
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touch with the United States and Latin America and also 
to maintain communications with her own colonies 
scattered all over the world, in Africa, the Far East, 
Polynesia and the West Indies. On the other hand she 
has not enough cargo boats for her requirements. France’s 
overseas trade, as we have already explained, amounts to 
48 million tons annually but only 35-40 per cent. of her 
imports and 60 to 65% of her exports, travel under the 
French flag. The French merchant navy is therefore too 
small to cope with French imports of grain, minerals, 
phosphates, cotton and, most important of all, petrol. 
On a very rough estimate France probably pays about 
two milliard francs annually for the services of foreign 
shipping. 

Therefore, however great may seem the relative im- 
portance of a merchant fleet earning several milliard 
francs per year and affording a liv elihood to thousands 
of persons, the French merchant fleet is still too small. 

France requires a commercial air service for much the 
same reasons as she needs a merchant marine, and the 
French nation soon realised that, among the great nations 
of the world, civil aviation ranked as a symbol of power and 
greatly enlarged a country’s sphere of influence. From 
an aeronautical point of view, distances in France are too 
short for aerial transport to be a commercial proposition. 
French firms are therefore concentrating upon aeroplanes 
as a means of long distance communication between the 
metropolis and French possessions in Africa and Indo- 
China. After taking in the principal European capital 
cities the network of French airways has spread to Africa, 
the Near East, to the Far East and even to Japan. 
French aeroplanes were the first to fly regularly over the 
South Atlantic, establishing contact over the whole 
South American continent. In the immediate future it is 
hoped that routes will be opened between Europe and 
the Eastern coastline of North America. France operates 
airways 40,000 kilometres in length and their routes lie 
over four continents. Every year aeroplanes belonging 
to the Compagnie Nationale Francaise fly over a distance 
five times the circumference of the earth, and carry in 
all 80,000 passengers and 32 million letters. 

Thus has France become a centre of world communi- 
cation and has established regular means of acquiring 
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hone primary sonients ‘wie are anit to her 
economic life. By the same token she hopes to collaborate 
with other countries in the peaceful exchange both of 
goods and ideas so necessary to world prosperity. 





The French Stock Exchange 
By M. Dartiguenave 


Secr¢taire-Général de la Chambre Syndicale des Agents 
de Change. 


Government licence. They are designated ‘“ Agents 


[: France all dealers in stocks and shares require a 


de Change.’’ On the principal stock exchanges they 
are formed into companies. In Paris the 70 Agents de 
Change who make up the company are jointly responsible 
for the liabilities of any of their number, so that if the 
bankruptcy of any one member comes up before the 
administrative head of the company in the normal course 
of his affairs, the liabilities of this member are taken over 
by his fellows. Such legally enforced mutual responsi- 
bility is not to be found on any other Stock Exchange. 

According to law, the mandate given to the Agents 
de Change is tantamount to a monopoloy, for “ they 
alone have the right to deal in public and other stocks.”’ 
But in practice the monopoly extends only over shares 
entered in the official lists of the companies of the Agents 
de Change. Dealings in other shares are free, and this 
— is ensured by a syndicate of intermediaries known 

s “Coulissiers”’, numbering about 100 members, who 
hen drawn up their own rules and who deal exclusiv ely 
among themselves. 

Thus in Paris there are two markets: an official 
market, and a free market subject to private regulation. 

On both markets dealings are carried out both for 
cash and for the account, the second being reserved for 
certain shares only. Settling day occurs twice a month 
in the official market and once a month on the Coulisse. 
Dealers on both markets act only in the capacity of 
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brokers, and there are no jobbers on the French stock 
market. These briefly are the principal technical features 
of the French system of dealing in securities. 

The securities entered on the list of the Paris Agents 
de Change are divided according to the most recent 
statistics into the different classes shown below, the 
total outstanding in each class being calculated (in francs) 
on the basis of current quotations. 

I.—FOREIGN SECURITIES (State Loans, other loans and 
company shares) 
II.—FRENCH SECURITIES. ] 
(a) Variable interest bearing securities.. 47 milliards 
(6) Fixed interest bearing securities :— 
(1) Rentes and Treasury issues : 
175 milliards 
(2) Colonial Stocks, secured loans, 391 
Municipal and Departmental loans, O44 _ | milliards. 
Credit Foncier, and Credit National milliards 
issues ‘a .. 60milliards 
(3) Railway issues <a ee 
(4) Other issues .. cn oe = 

The total value of listed securities amounts therefore 
to 485 milliards. 

The figure quoted for foreign securities includes the 
whole of the share and loan capital outstanding of 
companies whose securities are included in the above list. 
The proportion actually in the hands of the French 
investors is of course very much smaller. Without being 
able to estimate the exact amount, it is certainly far less 
than before the war. 

Turning now to French securities, it is a striking fact 
that the total of fixed interest bearing securities (IIb.) 
represents about seven times as much as the total for 
variable interest bearing variable securities (IIa). Also, 
of the total of fixed interest bearing securities, less than 
one-third consists of commercial, industrial and railway 
issues. The remaining two-thirds represent Government, 
Municipal and other issues of a public character. 

The Official List gives a very good notion of French 
ideas on investment in securities. The total amount of 
share capital outstanding may seem very small, but the 
enormous sums needed to finance public services make 
this a necessity. Nevertheless, such a state of affairs is 
not utterly out of keeping with the national character. 
For the most part stocks and shares are looked upon 


94 milliards 
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more as means of conserving rather than of increasing 
savings. As there are more than ten million French people 
holding securities, it goes without saying that each 
person’s share is relativ ely small, and therefore in normal 
times the idea of making money quickly by speculative 

methods is unknown to the great majority of investors. 
They prefer a type of security which produces a low but 
reliable yield. French enterprise is little concerned 
with Stock Exchange affairs; its field of action lies else- 
where in the professions. Interest on savings merely adds 
a modest penny to the fruits of a man’s labours. 

This state of affairs is a refiection of our social 
structure; for France, as one of our Ministers recently 
reminded us, possesses the largest middle-class in the 
world, and this middle-class is constantly being recruited 
from the labouring classes as soon as they become owners 
of property in the form either of land or securities. 
Naturally the former predominates in country districts, 
while the latter tendency is most apparent in the towns, 
but many urban inhabitants are also owners of land. 

Considering these facts from a technical Stock Exchange 
viewpoint, it is interesting to notice the essential differ- 
ences between the Paris market and a market such as that 
of London. The London market is a centre of inter- 
national finance. The reasons for this may lie in the 
admirable spirit of British enterprise, Britain’s maritime 
power and the fact that the British Empire extends to the 
four quarters of the globe bringing Englishmen into 
constant touch with the affairs of “the Empire itself and 
of foreign countries. 

The Paris market is less open to foreign dealing. 
Nevertheless at various times the plethora of French 
savings has been so great as to call for very large invest- 
ments of French capital abroad. And in spite of several 
disappointments these investments have over a long 
period of years made a welcome contribution to the 
balance of payments. It is to be regretted however, 
that the Paris Exchange does not possess a sufficient 
number of foreign securities to allow the public an 
easy means of indulging in such investment, for practised 
in moderation it would be of great benefit to the 
country. It may only be hoped that when a return 
is made to a normal state of international trade and 
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an end put to economic nationalism, such an outlet 
may be offered to the French investor. For even in 
the critical period following upon the war, the national 
savings remained and still remain the mainspring of the 
French financial market. By the daily effort of millions 
of our fellow-countrymen vast reserves of capital are 
accumulated—just as hundreds of small almost im- 
perceptible streams end by forming a large lake. These 
reserves of capital are ready for investment as soon as a 
favourable opportunity occurs. Fundamentally this 
explains the stability and resilience of our market and 
the origin of its funds; it also explains the capacity for 
expansion which it has shown on so many occasions. 
These fundamental conditions remain unchanged, and 
provided that the Bourse continues to adapt itself to 
modern economic and social developments, it is certain 
that it will also continue to fulfil with credit its rdle in 
French affairs. 


France’s Tourist Industry 
By M. E. Labbe 


Commissioner-General of the International Exhibition Paris 1937. 


EW statistics are more difficult to establish with 
EF accuracy than those relating to tourist traffic, 
especially in the case of a Continental country like 
France. But while the available figures relating to the 
number of foreign tourists in France show a substantial 
falling off in recent years they contain the promise 
of great possibilities for the future. It is in times of 
adversity that the best lessons are learned. Continued 
success breeds a dangerous complacency, and the boom 
years, when visitors from Great Britain and the United 
States seemed anxious to fill the hotels of France, created 
the unfortunate impression in the minds of many hotel 
keepers that there was going to be no end to the good 
time. Perhaps they were not alone in such an illusion. 
With fluctuating exchanges and the difficulty of 
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comparing values accurately in different countries, 
statistics in terms of estimated expenditure by tourists 
are far from satisfactory. A more absolute base is fur- 
nished by statistics of travellers between Great Britain 
and the United States and France. According to statistics 
supplied by the British railways, the number of tourists 
who visited France between the years 1927 and 1936 was 
as follows :— 


1927 .. os ava oa a 717,464 
1928 .. ‘it i ‘i ae 743,535 
1929. eg a - ne 722,076 
F930... a A a ay 714,041 
IQ3E .: aa ne ee sa 633,771 
BOQ2 0 na sci 4s a 400,028 
1933 -- - én - .. 467,675 
TQ34 «. ne ae es ois 467,401 
1935 -- nr os ia ov 456,389 
FQIG 6 ea 3 ia si 485,254 


These figures show that the traffic diminished by 
almost half—a serious blow to any industry. Quite a 
tragic picture is the table of statistics for travellers from 
Southampton to St. Malo, most of them bound for 
Dinard : 


19627 .. ha oa a a 30,741 
1928 .. - a va oui 33,192 
2920 «. ia ia a - 34,052 
1930 .. oe ee ee oe 33,915 
IQ3E ;. is “ is oe 32,894 
Oe. ae as ~ ae 10,801 
oo — ae re ae 13,012 
IQt4. i: aid oe ea = 11,529 
1935 -- ae ss ics re 9,483 
1936 .. a a ae ae 10,585 


In the League of Nations publication relative to the 
tourist traffic as a factor of international economy, 
prepared by the Economic Committee, and issued in 
1936, French receipts from foreign tourists, expressed in 
millions of gold dollars, were as follows :— 
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FRENCH TOURIST RECEIPTS 


Total. Spent by American 
Citizens 

1927 294°0 ee -. Igo°0o 

1928 351°9 ° 

1929 392°0 oa s+ E5a7r*O 

1930 . ° 

1931 - oe II0-‘0 

1932 bid > ta.°S 70:0 

1933 si << ges ie .. 48°4 

1934 i rar ” ate a 29°8 


* Figures not available. 

The same report refers to the off-setting of a great 
part of the adverse balance of trade by the money spent 
in France by foreign tourists: “‘ It was calculated— 
though on the basis of figures open to discussion—that 
revenue from the tourist trade sufficed to meet a sub- 
stantial part of the deficit in the balance of trade.” 

I am optimistic about the future of the French 
tourist industry. Last year came the first signs of a 
change, and for the first three months of the present 
year the increase has been as much as 26 per cent. over 
the figures of the corresponding period of 1936. Many 
changes have taken place in the world during the 
economic crisis out of which it has just emerged. I do 
not think, therefore, we are going to find the travelling 
public spending money so freely as they used to, and the 
days of the palatial hotels may well be over. On the 
other hand, the number of people who will travel has 
grown considerably. The desire to see foreign countries 
has spread enormously, and means of faster travel have 
facilitated the offering of very advantageous fares. I 
feel we are on the verge of a boom in travel, and it looks 
as if this year is going to mark its beginning. 

In France, we have ev ery reason to be optimistic, for 
we have so many assets which can be found nowhere else. 
We have an unrivalled variety of scenery. In France is 
to be found the greatest mileage of roads suitable for 
motoring. We have whole regions of country, off the main 
lines of commercial traffic, where traditions and customs 
have lingered and where the inhabitants wear picturesque 
traditional costumes. The finest wines are grown in 
France, and our cooking stands in little danger of losing 
first place. We have not yet realised the tourist possi- 
bilities of our own land and the rich field it offers for 
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investment. There are whole tracts of France, unsur- 
passed in beauty, which are little known to the average 
tourist. In travel there are habits, and tourists from 
England have for close on two centuries been in the habit 
of travelling from north to south, from the Channel ports 
to Paris, Lyons and the Riviera. But there are regions 
of great tourist interest comparatively untouched, 
especially that region contained in a triangle whose base 
extends from Biarritz to Perpignan and whose apex is at 
Bourges. 

The boom I foresee is going to be started by the Paris 
International Exhibition. We have heard much of 
‘“ mysticisms ”’ in recent years in the domain of national 
politics of different countries, but there is another and 
very real mysticism, and that is a mysticism of the 
Exhibition. Wherever one goes in France, in the smallest 
town or village, everyone means to come to Paris this 
year for the Exhibition. The same is true of other 
countries where inhabitants are free to travel abroad. 
In a very small town of Switzerland of less than 2,000 
inhabitants, arrangements have been made for a special 
train which is going to bring almost half the people to 
the Exhibition. Steamship bookings from the United 
States are the greatest for many years, and all the 
passengers mean to visit the Exhibition. 

The Exhibition is going to be a wonderful one. Forty- 
two nations are taking part. It is a stocktaking of world 
progress since the Paris Exhibition of Igoo, and for the 
first time a new Russia, a new Italy, a new Germany, a 
revived Poland and other newly created States are going 
to show to the world what they have to contribute to the 
progress of mankind. And there is one other factor which 
justifies optimism. For far too long people have been 
living in a nervous state of tension. With improved 
trade everywhere, they are determined this year to have 
a good time, and that good time is going to include a trip 
to the Paris International Exhibition. Its attractions 
are such that as soon as the first visitors get back to 
tell what they have seen everyone else will want to 
come, and I have not the slightest doubt that the success 
of the Exhibition is going to be the signal for a revival 
in France, which will spread to every trade, and every 
branch of commerce. 
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A New Start in Tourist Travel 
Services 


By M. P. R: Roland Marcel 


Conseiller d’Etat, Commissioner-General for Tourist Trade. 


AST year witnessed a remarkable revival of tourist 
[beara in France. And this in spite of the relentless 
campaign of false or tendencious propaganda let 
loose during the disturbed period before and after the 
work of social reform which followed the election. The 
main cause of this new activity from the national point 
of view was the institution of the system of holidays 
with pay. It appeared that a new generation of 
tourists had emerged with a wish to discover the varied 
beauties of our country, and though less moneyed than 
their predecessors, this generation was more numerous, 
and the new sense of justice invigorating our democracy 
appeared an added attraction. Nevertheless counter 
propaganda working against France did stem the tide 
of European and American visitors. 

The great popularity of winter sports last winter 
caused French people to travel inside their own frontiers 
in extraordinarily large numbers. At the same time, 
Paris, the watering places, and those towns and districts 
of interest to tourists received an influx of foreign 
visitors comparable to that of eight years ago. So that, 
with the additional magnificent attraction of the Inter- 
national Exhibition, which is open until the autumn, it is 
possible to predict aconsiderable increase in activity during 
the next few months. 

In addition to the causes already mentioned, cur- 
rency alignment undoubtedly encouraged a revival in 
the number of foreign visitors coming chiefly from the 
Anglo-Saxon and Nordic countries. Moreover the change 
has coincided with the development of the new system of 
tourist propaganda started at the end of 1936. 

This system originated in a new and simple idea. It 
was first decided to confer upon a State Representative 
the task of mobilising effective forces and supervising 
their achievements, next to endow this high official 
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with a working department which was not hidebound by 
officialdom and which possessed all the elasticity of 
private enterprise. For this purpose there was set up 
under Government authority, the Commissariat-General 
whose task it is to keep immediately in touch with all 
public bodies. The National Centre of the Expansion of 
Tourist Travel was also established to issue propaganda 
and advertise the attractions of our country abroad. 
These organisations are run in connection with the State, 
various departments, towns, and chambers of com- 
merce. They are also linked up with special associations 
formed to syndicate enterprise and other economic 
combines—in all a collection of two hundred different 
groups. The whole body has agreed to co- operate finan- 
cially by means of grants, and each member is under 
obligation to subject its efforts to a common discipline 
so that the practical programme laid down by the 
Commissioner-General for Tourist Trade may be achieved. 

In this way new co-ordination has been developed in 
French affairs. While pooling its resources the tourist 
budget has been increased from Frs. 4,760,000 to close 
on Frs. 10,000,000, a figure which includes both the 
amounts of the subsidies and quotas and the amount of 
capital invested in collective publicity operations. 

Furthermore twelve bureaus have been set up, and 
with the help of the big French transport companies, 
25 different agencies organised in both hemispheres, 
103 tons of pamphlets and literature have been sent out 
and a growing corporation achieved between wireless 
and newspaper propaganda, cinematograph production 
and other persuasive e manifestations. Arrangements have 
been made for special terms and for receptions to well- 
known foreigners, the tourist visa (carte de tourisme) 
instituted, a license issued to travel agencies, and petrol 
coupons to car owners. French people are encouraged 
to take part in foreign exhibitions, literary awards have 
been created for foreign visitors and journalists, and a 
publicity bureau has been established. 

I myself am the first to realise how far we have to 
travel before we attain the end upon which we are 
decided, namely, to perfect French tourist amenities in 
all their forms. Yet foreigners would be wrong to 
neglect the exceptional facilities which are offered this 
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year, both to them and to the French themselves in the 
shape of travel subsidies and other advantages attached 
to the “carte de légitimation’”’ and the visa for the 
Paris International Exhibition. 

Never before has the opportunity for travel in France, 
been offered in a more attractive form than in 1937. 
Monetary agreements have opportunely rendered even 
easier the beneficial intercourse which it provides. 
Tourist travel, looked at, not in an egoistical manner, 
but with the will to encourage understanding between 
the different peoples of the world must encourage the 
cause of Peace. Such is the notion underlying the efforts 
of the French Commissariat-General; one which I feel 
cannot but receive a favourable response from our 
British neighbours. 





Importance of Life Assurance 
By F. G. Culmer 


S each year succeeds another the increasing 
A popularity of life assurance becomes more and more 
strikingly manifest through the enlarged volume 
of new assurance which is constantly placed on record. 
Progress in this respect was maintained in no uncertain 
fashion in 1936, which, indeed, stands out as the most 
progressive year of all. The aggregate figures for those 
twelve months are most impressive. Fifty-five British 
offices with headquarters in the United Kingdom were 
responsible between them for effecting new ordinary life 
assurance of a total of £236,493,126, which was about 
£24,000,000 more than had been assured in 1935; while 
if to that total is added the sums assured in the United 
Kingdom by the Dominion offices domiciled overseas 
with branches in this country, the aggregate is brought 
up to £381,667,946, representing an increase on the year 
of well above £37,000,000. 

Progress of a comparable kind has been going on for 
several years, and the grand total of life assurance now 
in force is mammoth in extent. These figures are, of 
course, distinct from those of industrial life assurance, 
which also assume enormous proportions. Who can 
suggest the likelihood of any falling off in the future of 
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this social sphere of activity? If there is it will be 
in a great measure due to a decline in the population. 
Due recognition must be given to the growth in the past 
of the population as having exerted a great influence 
upon the multiplication of life assurance figures. From 
the time when a census of the people in Great Britain 
was first taken in 1811 until the most recent census in 
1931 there was a rise in the population of about 33,000,000 
to approximately 45,000,000. Early this year an 
actuarial expert estimated that in 1941 the population 
of Great Britain will have reached its maximum of about 
46 millions, and that it will have fallen thirty years later 
to some 38 millions. It does not necessarily follow that 
if this prediction proves correct the trend in new life 
assurance will be downward. There seems no valid 
reason why the present increasing average of life assurance 
per capita should not continue, except it be affected by 
possible militating circumstances of finance, which, of 
course, cannot be foreseen. 

From reliable sources I have ascertained that at the 
present time there is remarkable activity in the business 
of life assurance, for which there is abundant justification 
in existing financial and economic conditions. Continued 
prosperity is an essential factor of influence in encouraging 
the greater utilisation by the public of life assurance, 
whether it be regarded from a protective or an investment 
aspect. The recent increase in the rate of income tax 
renders life assurance the more desirable in consequence 
of the higher rebate allowed by the State on premium 
payments, while the continuance of cheap money with 
consequent low interest yields on Stock Exchange 
securities inevitably turns the scale of choice in favour 
of an alternative investment in life assurance, which, 
moreover, has the additional advantage of being immune 
from any risk of capital depreciation. 

The fact is often stressed that individually the people 
of this country are inadequately assured, in spite of the 
notable increase in life assurance in recent years. In 
this respect there is undoubtedly great scope for further 
improvement. There are many other palpable reasons, 
associated with the various purposes to which life assur- 
ance can be usefully applied, to explain the steady ex- 
pansion of the business in past years, and which presage 
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a continuance of active support in the future. The ele- 
ment of security, which has always been such a prominent 
feature of life assurance, is its greatest attraction, and it 
is based upon the huge reserves that have been built up 
over long periods of years by the life offices, whose sound 
and far-seeing policy of investment is an omnipotent 
factor in this connection. 

Those reserves, it should be remembered, are not 
allowed to lie dormant, and they are not merely piled 
up for the sole purpose of meeting claims as they fall due 
for settlement. They form the wherewithal for the life 
offices’ investments, and the income on them is con- 
stantly accumulating and adding to the financial strength 
of the companies. In the ordinary course of the business 
it is the accumulation of interest as well as premiums, 
together with the profit arising from a seldom failing 
favourable mortality experience, that provides the annual 
increase in the funds and constitutes the means of 
constantly augmenting the solidity of the whole structure. 

It is estimated by the actuarial authority before 
referred to that life assurance funds will continue to in- 
crease for a further thirty years. His estimate is based 
primarily upon the reserves at present held by the life 
offices, and upon the assumption that in future the 
reserves for each age of the lives assured will vary with 
the total population at that age. No consideration, 
however, is given to the possibility—which I regard asa 
probability—of the amount assured per capita of the 
population continuing to increase. Even in the bypo- 
thetical event of new business eventually coming to a 
standstill, the funds of the life offices would doubtless 
go on increasing as the outcome of accumulating premium 
and interest receipts. It could justifiably be argued, 
indeed, from the experience gained in connection with 
‘closed funds,’ that policyholders would be advan- 
taged by the lack of necessity of adding to life office 
reserves consequent upon a decline in the population. 
But, of course, the assumption as regards the future 
trend of the population is wholly conjectural, and I have 
mentioned it merely for what it may be worth. Per- 
sonally, at all events, I am not wedded to the fixed idea 
that a declining birth-rate is destined to become a 
permanent problem. 
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When one considers all the manifold qualities and 
advantages appertaining to life assurance its tremendous 
importance cannot fail to be fully recognised. Any 
historical reference to the economic circumstances existing 
during the period of the Great War would reveal that its 
importance, in the sense of reliability and security is 
not confined to peace-time. A few days after the declara- 
tion of war in August, 1914, the principal life offices in 
this country held a meeting to consider the position of 
war risks in connection with life assurance policies. 
Some offices before the war had adopted the practice of 
inserting in their policies a clause excluding the risk of 
military service, and they would have been within their 
rights in repudiating any liability in respect of their 
policies where the holders had been called up to fight for 
their country. That they did not do so will remain to 
their lasting credit. One and all agreed to waive the 
military clause, and the result was that every life policy 
in force in this country at the outbreak of war was freed 
from conditions which in ordinary circumstances would 
have invalidated the payment of claims as and when they 
fell due for payment. Nearly 23 years have elapsed 
since then, and for the benefit of the present generation, 
many of whom may not be acquainted with the special 
circumstances of the case, it is worth while calling atten- 
tion to this concession, if only as a tribute to the life 
offices for their liberal-minded attitude in the matter. 
British life offices have never failed to live up to their 
high traditions, and their prompt recognition of all claims 
advanced on behalf of policyholders, mounting up in the 
course of years to stupendous proportions, has rendered 
the value of life assurance to the public immeasurable in 
terms of ordinary appraisement. The uncertainty of 
life renders life assurance indispensable to every living 
person, and where there are dependants to be provided 
for the need of it is all’ we greater. It would require a 
good deal more space than is here available to recount 
even briefly all the many purposes for which life assurance 
is so well designed to serve. Its facile adaptability makes 
it one of the most essential attributes in our social system, 
and not the least of its attractive features is that it comes 
within the reach of everybody. 
Choice between the more primitive form of whole-life 
G 
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a continuance of active support in the future. The ele- 
ment of security, which has always been such a prominent 
feature of life assurance, is its greatest attraction, and it 
is based upon the huge reserves that have been built up 
over long periods of years by the life offices, whose sound 
and far-seeing policy of investment is an omnipotent 
factor in this connection. 

Those reserves, it should be remembered, are not 
allowed to lie dormant, and they are not merely piled 
up for the sole purpose of meeting claims as they fall due 
for settlement. They form the wherewithal for the life 
offices’ investments, and the income on them is con- 
stantly accumulating and adding to the financial strength 
of the companies. In the ordinary course of the business 
it is the accumulation of interest as well as premiums, 
together with the profit arising from a seldom failing 
favourable mortality experience, “that provides the annual 
increase in the funds and constitutes the means of 
constantly augmenting the solidity of the whole structure. 

It is estimated by the actuarial authority before 
referred to that life assurance funds will continue to in- 
crease for a further thirty years. His estimate is based 
primarily upon the reserves at present held by the life 
offices, and upon the assumption that in future the 
reserves for each age of the lives assured will vary with 
the total population at that age. No consideration, 
however, is given to the possibility—which I regard asa 
probability—of the amount assured per capita of the 
population continuing to increase. Even in the hypo- 
thetical event of new business eventually coming to a 
standstill, the funds of the life offices would doubtless 
go on increasing as the outcome of accumulating premium 
and interest receipts. It could justifiably be argued, 
indeed, from the experience gained in connection with 

‘closed funds,” that policyholders would be advan- 
taged by the lack of necessity of adding to life office 
reserves consequent upon a decline in the population. 
But, of course, the assumption as regards the future 
trend of the population is wholly conjectural, and I have 
mentioned it merely for what it may be worth. Per- 
sonally, at all events, I am not wedded to the fixed idea 
that a declining birth-rate is destined to become a 
permanent problem. 
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When one considers all the manifold qualities and 
advantages appertaining to life assurance its tremendous 
importance cannot fail to be fully recognised. Any 
historical reference to the economic circumstances existing 
during the period of the Great War would reveal that its 
importance, in the sense of reliability and security is 
not confined to peace-time. A few days after the declara- 
tion of war in August, 1914, the principal life offices in 
this country held a meeting to consider the position of 
war risks in connection with life assurance policies. 
Some offices before the war had adopted the practice of 
inserting in their policies a clause excluding the risk of 
military service, and they would have been within their 
rights in repudiating any liability in respect of their 
policies where the holders had been called up to fight for 
their country. That they did not do so will remain to 
their lasting credit. One and all agreed to waive the 
military clause, and the result was that every life policy 
in force in this country at the outbreak of war was freed 
from conditions which in ordinary circumstances would 
have invalidated the payment of claims as and when they 
fell due for payment. Nearly 23 years have elapsed 
since then, and for the benefit of the present generation, 
many of whom may not be acquainted with the special 
circumstances of the case, it is worth while calling atten- 
tion to this concession, if only as a tribute to the life 
offices for their liberal-minded attitude in the matter. 
British life offices have never failed to live up to their 
high traditions, and their prompt recognition of all claims 
advanced on behalf of policyholders, mounting up in the 
course of years to stupendous proportions, has rendered 
the value of life assurance to the public immeasurable in 
terms of ordinary appraisement. The uncertainty of 
life renders life assurance indispensable to every living 
person, and where there are dependants to be provided 
for the need of it is all the greater. It would require a 
good deal more space than is here available to recount 
even briefly all the many purposes for which life assurance 
is so well designed to serve. Its facile adaptability makes 
it one of the most essential attributes in our social system, 
and not the least of its attractive features is that it comes 
within the reach of everybody. 
Choice between the more primitive form of whole-life 
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non-profit assurance affording a maximum sum assured 
at a minimum of cost, and the more popular investment 
form of endowment assurance, spiced with liberal rates 
of bonus notwithstanding the problem of low interest 
rates, is naturally governed by individual circumstances 
as affected by the question of means. Both in their way 
have much to recommend them. The modern trend of 
life assurance has leaned heavily on the side of the invest- 
ment as against the protective element. Both schools of 
thought are equally insistent as to their respective merits, 
and certainly the notoriety of the Family Income policy, 
which is devised to provide an income for the wife and 
family of a prematurely deceased husband and father, 
has done a great deal to bring whole life assurance into 
increased favour. 

The wide popularity of the income-producing type of 
contract is one of the most recent features in life assurance 
practice, and it has been borne in upon the public that 
pensions, guaranteed and of fixed amounts, are the most 
satisfactory solution of the problem of personal and 
family provision. The pioneer in popularising income- 
producing policies in this country was the Legal and 
General Assurance Society, and in celebration of its 
centenary this year it has designed three new plans 
providing three economical ways of completing security 
by a system of payments that are not irksome to people 
of moderate means. The object aimed at is an income 
for life for oneself or one’s widow, or jointly for husband 
and wife. An excellent ideal admirably put into practice. 

Statistics issued annually by the Commissioners of 
Inland Revenue bring forcibly to mind the comparatively 
small proportion of life assurance utilised by the public 
as a means of providing for the payment of death duties. 
The cost to a middle-aged man of making this very 
necessary provision for the benefit of his beneficiaries is 
really remarkably small, and I am forced to the con- 
clusion that if the people supposedly interested were duly 
alive to this fact they would not be slow to take advantage 
of the facilities offered. Educational assurance for chil- 
dren is another invaluable form of economic provision 
which does not seem to have caught on with parents to 
a deservedly large extent, although its high merits are 
indisputable. On the other hand, the rapid extension of 
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the group life assurance and pension scheme movement 
in industry in recent times has been one of the most 
striking features in connection with the economic progress 
of the nation. Some of the life offices are now transacting 
this kind of business, and a few who specialise in it, in 
spite of their extensively staffed organisations of experts, 
are finding it difficult to cope readily with the enquiries 
constantly coming in, and the growing demand for 
policies. 

Life assurance, with its all-embracing characteristics 
and distinguishing human element, is unique as a com- 
pelling influence in the economic progress of individuals 
and of nations as a whole. I have merely been able to 
skate over the fringe of the subject, but the great function 
of the life offices in inculcating in the minds of the public 
its essential principles is self-evident, and a review of this 
kind would be incomplete without an acknowledgment, 
however, brief, of the prominent way in which the 
Dominion offices operating in this country are vying in 
this respect with the home offices. A suitable example 
is that of the Canada Life Assurance Company, the oldest 
life office in Canada, which has been actively dispensing 
life assurance in the British Isles for over thirty-four 
years. This office has now over £30,000,000 worth of 
business in force in Great Britain, embodied in about 
54,000 policies. Last year new sums assured in this 
country exceeded £2,000,000, and of a total premium 
income of over {4,400,000 the proportion appertaining to 
business in this country was £1,218,175. With assets 
amounting to approximately £52,000,000, the Canada 
Life is well equipped financially to carry on its extensive 
business, both here and abroad, and it has also gained 
considerable prominence as an annuity office, contracts 
now in force in this country alone accounting for annual 
payments to annuitants in excess of £535,000. 

Altogether during the last six years the life offices in 
general have received from the British public well over 
{70,000,000 for the purchase of annuities. This notable 
fact is significant of the great part played by these 
offices in providing in this way suitable incomes for people 
with small capital resources, whose financial circum- 
stances would otherwise be straitened through the slender 
yield which is now only available on ordinary investments. 
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Fire and Accident Reneiiuamsi 
By a Correspondent 


HEN the equinoctial gales were raging around 
V4 the house-tops earlier in the year thoughts of 
insurance rose glibly to the minds of disturbed 
householders, and possessors of comprehensive policies 
could enjoy a definite sense of protection from any adverse 
effects of the tempestuous elements. Owners and occu- 
piers of dwelling houses are moving generally with the 
times, and it is now quite out of fashion for them to be 
equipped with merely a fire insurance policy. Fire is, 
after all, only one of several risks which should be guarded 
against. In addition to the dangers of storm and tempest 
there is the possibility of an aeroplane f falling on to the 
roof or colliding with the building, with the ‘probability 
of fire following the crash. Impact damage, liability 
to the public, and burglary, together with fire, also come 
within the all-embracing scope of a comprehensive policy, 
which is relatively cheap at 2s. 3d. per cent., and a much 
sounder proposition than a separate fire policy costing 
Is. 6d. per cent. 

Householders’ liabilities are, of course, only one phase 
of accident insurance, in which is embodied a multiplicity 
of various types of risks, the most exigent of which 
appertain to motor and third party insurances. Work- 
men’s Compensation, stimulated by the strong revival 
in trade, is an important branch of activity; and plate- 
glass insurance, which until recent years was a somewhat 
obscure line of business, is now, owing to modern develop- 
ments in the manufacture of glass and the varied uses 
to which it is put, a very live feature of insurance practice. 
The accident department of a big insurance company has 
perforce to be au fait with a wide div ersity of hazards, 
all of which call for distinctive treatment by specialist 
staffs. While third party insurance is by no means a 
sole concomitant of motor insurance, it is definitely a 
fact that the appalling toll of death and injury on the 
roads has widened the necessity for it tremendously, and 
it is also true that in consequence of the heavy awards 
frequently made in the courts on third party claims in 
respect of motoring accidents, the difficulties in connection 
with motor insurance are greatly intensified. 
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Apropos of the enormous developments in motor 
insurance and of the problems involved in its conduct, 
the chairman of the Liverpool & London & Globe Insur- 
ance Company said at the recent annual meeting that 
during the last five years the British insurance companies 
had paid nearly £100,000,000 in motor claims alone, apart 
from indirect and consequential losses resulting from 
accidents. He was fully justified in adding that in the 
light of the never-ending third party claims which daily 
face the offices, their ability to restrict rates of premium 
is a great achievement. The Phoenix chairman has 
referred to the existing practice whereby members of 
families bring actions against their relatives for the 
alleged negligent driving of motor cars, which is adding 
materially to the cost of providing insurance, and stretch- 
ing to inordinate lengths the benefits of protection and 
indemnity which policies are framed to provide. 

Insurance companies would naturally welcome any 
further steps by law or regulation that would minimise 
the terrible death-roll on the roads, but, as the president 
of the Norwich Union Fire Insurance Society has pointed 
out, it would render their task far easier if there could be 
instituted some systematic calculation of compensation 
for injury which would do away with the present anoma- 
lies. He did not suggest a general reduction in the 
amount of damages, or a standardisation whereby the 
same injuries would be compensated, other circumstances 
differing, by the same monetary consideration. Under 
existing procedure, however, extraordinary and unfore- 
seen variations occur for which there is no apparent 
justification, and it seems perfectly feasible that the court 
trying the case might well be concerned with the question 
of liability only. The question of the amount of damages 
could, as is suggested, be referred for assessment to a 
special tribunal, which would establish confidence by the 
consistency of its decisions. 

Motor insurance is now one of the largest and most 
important of the various classes of business transacted 
by the accident offices. In illustration of this fact Sir 
Edward Mountain, chairman of the Eagle Star Insurance 
Company, recently made this striking statement :—‘‘ Our 
company alone has to deal with over 50,000 claims per 
annum on vehicles insured with us, and it is not unusual 
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when roads are frozen to get as many as a thousand claims 
in one day. Not only has an immense staff to be kept 
to deal with these matters, but it absorbs a very large 
amount of the time of our various branch managers, and 
to that extent prevents them from devoting more time 
to other business.”’ 

The business transacted last year in all departments 
except life assurance by the composite group of companies 
was characteristically progressive, the total premium 
income amounting to no less than £98,152,899, which 
represents an increase over 1935 of not far short of 
£2,000,000, and of considerably more than £3,000,000 
as compared with 1934. This advance is attributable 
to trade improvement and rising commodity values. 
The major increase occurred in the accident and general 
section ; the tendency was somewhat irregular in the fire 
department, in w hich some of the companies show an 
increase in premium receipts and others a decrease. 

Fire losses in 1936 were heavier than in the preceding 
year, home losses amounting to about £11,000,000, while 
those in the United States, where the British offices have 
extensive connections, were also considerably larger than 
before. Asa result, as will be seen in the first of the two 
tables accompanying this article, underwriting profits 
in the main were substantially less, but, although profit 
ratios are almost all materially lower they still make a 
very favourable showing. Bearing in mind the more 
abnormal circumstances leading up to unusually high 
ratios in the two previous years the general outcome of the 
business in 1936 is very satisfactory. 

One thing calling for special mention is the outlook 
for fire insurances contracted for by the British offices 
in Spain. Contrary somewhat to earlier assumptions it 
would appear from references to the situation by some of 
the leading insurance companies’ chairmen, that no very 
serious losses are expected to eventuate from that troubled 
country, where the commitments of the companies are 
very considerable. The British business in Spain chiefly 
consists of ordinary fire insurance, and it has been pointed 
out that although in some cases risk of damage from riot 
and civil commotion was included in the policies, protec- 
tion has not been afforded in the contracts against the 
risk of civil war. While the companies themselves are 
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not apparently feeling any undue anxiety as to the even- 
tual aggregate loss from claims, they are none the less 
hopeful concerning the ultimate loss in respect of exchange 
and unpaid premiums. 

Increase Ratio to 


Underwriting or Pre- 
Profit. Decrease. miums. 
" £ £ % 
Fire— 
Alliance .. ne ws .. 354,652 — 49,879 16°5 
Atlas ‘ea en .. 175,465 — 6,098 9°97 
Commercial Union ie .. 487,681 — 114,382 9°19 
Eagle Star aA ~-- 44,073 + 3,034 9°3 
Employers’ L iability i .. 27,756 — 4,468 7°6 
General Accident Gx .. 135,753 + 6,358 20°12 
Guardian .. .. 155,810 + 6,156 13°7 
Liverpool & L ondon & Globe .. 410,985 — 71,757 10°5 
London Assurance - .. 172,323 — 13,840 8-44 
London & Lancashire .. .. 357,202 — 86,587 I3°oO1 
North British & Mercantile .. 420,479 — 83,816 II-21 
Northern .. i - .. 178,794 — 25,278 9°3 
Norwich Union .. a .. 88,604 — 62,415 5°41 
Phoenix .. ‘ - .. 224,088 — 86,982 8-33 
Royal Exchange . sig .. 170,949 — 18,342 12°13 
Royal es .. 559,095 — 160,936 10°13 
Scottish Union & Ne tional -. 135,350 + 1,951 I3°6 
Sun ? od a .. 231,049 — 79,507 10°27 
Yorks hire “a -» 397,023 ++ 34,336 I3°2 


A glance at the table which follows will show that 
only half- a-dozen offices have failed to increase their 
accident profits, and the successful exhibit in this section 
is a notable feature of the whole operations of last year. 
The risks accepted are for the most part world-wide in 
scope, and profit from motor car insurance is a rapidly 
diminishing quantity. Three years ago one of the largest 
of the composite offices made a profit of over 6 per cent. ; 
last year it was a bare 2 per cent. Even more difficult 
is it nowadays to make a profit from workmen’s compensa- 
tion business, so great are the restrictive government 
influences at work, both here and abroad. 

All this points to the successful enterprise of the British 
insurance companies in seeking other and better means 
of profit-making in their accident departments, and there 
are many forms of business now in force in addition to 
those mentioned earlier in this article. Trustee and 
executor business is being rapidly developed with marked 
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success, the issue of administration and other forms of 
court bonds is fraught with increasing importance, 
indemnities are provided in connection with different 
types of contingencies arising out of legal and financial 
difficulties, and various liabilities of property owners, 
business firms and private individuals. There is, indeed, 
remarkable scope for enterprise in the general branch 
of insurance, and the progress made is clearly illustrated 
in the following profit figures :— 


Increase Ratio to 
Underwriting or Pre- 
Profit. Decrease. miums. 
Accident and General— £ £ %, 

Alliar ance .. ea “a »« 362,57 + 15,447 12°5 
Atlas ie ach a <= : 3,199 6-16 
Commercial Union ” .. 425,023 -+ 166,393 5°56 
Eagle Star — .. 106,566 + 3,275 8-6 
Employers’ Lis ibility bs .. 194,116 + 9,330 3°0 
General Accident a .. 405,874 + 141,363 5°06 
Guardian .. 7 341 — 46,748 — 
Liverpool & L ondon & Globe .. 230,178 + 96,369 5:0 
London Assurance a .. 103,389 — 16,653 7°84 
London & Lancashire .. .. 107,025 + 34,308 4°55 
North British & Mercantile .. 138,019 — 10,190 II-00 
Northern .. os a .. 118,084 — 16,915 6°7 
Norwich Union .. as .. 77,081 + 65,462 5°48 
Phoenix .. ; aid -. 162,393 + 23,146 4°35 
Royal Exchange . is -- 61,684 + 29,193 5°49 
Royal - .» 340,707 + 43,599 6-20 
Scottish Union & National (loss) 68,716 + 68,320 (loss)22°08 
Sun = a ee -. 14,190 + 89,406 6-41 
Yorkshire re re .. 28,885 — 7,750 2°2 


Excessive competition inducing inadequate rates and 
an increasing cost of shipping repairs are still among the 
difficulties confronting the marine insurance market, but 
the recovery of trade and the consequent increased values 
of ships and commodities last year resulted in more busi- 
ness for underwriters and in some cases the companies 
enjoyed larger premium incomes. Whereas in 1932 there 
were over two million tons of shipping lying idle there are 
now less than 100,000 tons held up. In 1936 seventeen 
marine insurance companies effected between them an 
aggregate profit of £811,964, while four sustained an 
aggregate loss of £78,623. In the previous year sixteen 
of the principal companies made an underwriting profit 
of £717,834. The premiums last year included the extras 
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charged for war risks, which in some instances accounted 
for more than one-half the total increase. 

Casualties at sea in 1936 were the greatest since 1932, 
and it is essential from an insurance point of view that, 
as one marine insurance chairman stated recently, rates 
of premium should be sufficient to provide for the lean 
years. Some marine authorities appear to be more 
optimistic as regards the future than others, and there are 
now signs that the market is becoming more imbued with 
the necessity in its own interests of co-operative action 
in underwriting methods. 

In all departments excepting life assurance, the 
composite companies last year on an aggregate premium 
income of {98,152,899, earned an underwriting profit 
amounting to a total of £5,318,277. This was equivalens 
to an average profit ratio of 5-42 per cent., which it 
o-go per cent. below that of 1935, but 1-15 per cent. 
higher than in 1934. It is noteworthy that of a total sum 
of £7,651,634 distributed in dividends by these offices 
last year all except the small amount of £481,714 was 
provided by net interest revenue and the shareholders’ 
proportion of the life profits. This small draft on under- 
writing profits compares with one of £510,908 in 1935 
and £734,670 in 1934. The fact that the bulk of the 
underwriting profits is thus rendered available each year 
for increasing the reserves is demonstrative of the con- 
stant strengthening of the financial position of these 
companies, as well as of the sound and improving security 
which is offered to policyholders. 





Appointments and Retirements 


Institute of Bankers 


Mr. Reginald Appleby Wilson has been elected 
President of the Institute of Bankers, in succession to 
Sir John Caulcutt, K.C.M.G. Mr. Wilson is a Joint 
General Manager of Lloyds Bank, Limited, a position 
which he has held for the past eight years. 

Mr. R. A. Wilson, who is a Yorkshireman, comes of 
banking stock. His father, the late Mr. Richard Wilson, 
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of Westfield, Armley, was a partner in the private 
banking firm of Wm. Wms. Brown & Co., of Leeds. Mr. 
R. A. Wilson was educated at Lancing and entered 
Brown’s Bank in 1808 at the age of twenty. Two years 
later the Bank and its associated London house of 
Brown, Janson & Co. were absorbed by Lloyds Bank. 
Mr. Wilson remained at Leeds and eventually became the 
Lloyds Bank Manager for the City. In 1924 he was 
called to the Head Office of the Bank in London to 
become Assistant General Manager and in 1929 was 
appointed a Joint General Manager. 

Mr. Wilson joined the Institute of Bankers in Igor, 
was elected a Fellow in 1914, and became Chairman of 
the Leeds Local Centre, which he assisted to found. He 
was elected to the council in 1925 and became Deputy 


Chairman two years ago. 


Banque de Paris et des Pays Bas 

M. Horace Finaly has retired from the position of 
General Manager of the Banque de Paris et des Pay Bas, 
and M. Henry Jahan, hitherto Associate Manager and 
General Secretary of the Bank, has been appointed as 
his successor. M. Jahan was an inspector of finance at 
the Ministry of Finance until 1922, when he joined the 
Banque de Paris. He became General Secretary in 1929. 


Clydesdale Bank 

The Directors of the Clydesdale Bank have elected 
M. Andrew Simpson Macharg, chartered accountant of 
Messrs. M’Clelland, Ker & Co., Glasgow, to be a Director 
in place of the late Mr. R. A. Murray. M. Macharg is 
also a Director of A. & J. Main & Co., Bourtriehill Coal, 
Gourock Ropework Company and W hite Horse Distillers. 


Dominion Bank 

Mr. R. Rae, Assistant General Manager of the Dominion 
Bank, has been appointed General Manager, in succession 
to the late Mr. Dudley Dawson. Mr. Rae was born in 
1890, and entered the service of the Dominion Bank in 
1906. After serving as Accountant at City Hall Branch 
Toronto, and at Montreal Branch, he became in Ig19 
Manager of the Bleury Street Branch at Montreal. He 
was appointed Assistant Agent at New York the following 





1 
1 
) 
x 
> 








APPOINTMENTS 93 


year, becoming Agent in 1926. He returned to Toronto 
in 1929 as Manager of the Main banking office, and in 
1931 was appointed Assistant General Manager. 


National Bank of Australasia 


The National Bank of Australasia, Limited, announce 
the re-election of Sir James A. M. Elder and Sir Frank G. 
Clarke as Chairman and Vice-Chairman respectively for 
the ensuing year. 


Reserve Bank of India 


Mr. Kasturbhai Lalbhai has been elected a Bombay 
Director of the Central Board of the Reserve Bank. 
Mr. Lalbhai is one of the non-official advisers to the 
Indian Government at the forthcoming Indo-British 
trade negotiations. 


Westminster Bank 


The Rt. Hon. Viscount Runciman has been appointed 
a Director of Westminster Bank Limited. Viscount 
Runciman was a Director of Westminster Bank from 
1924 until he was appointed President of the Board of 
Trade in 1931. 





American Banking 
By a Correspondent 


HERE were few important developments affecting 
the American banking position in May. In 
business the period was one of continued high 
industrial activity based on orders previously received 
but of slackening retail trade. In the securities markets 
government and other high-grade bonds showed con- 
sistent but moderate recovery from the losses of earlier 
in the year; stock prices declined further in the first 
half of the month then recovered and, on balance, 
showed little net change. 

The money market displayed an easier tone as banks 
progressed in their adjustment to the May I increase in 
reserve requirements. Outstanding bank credit showed 
a further contraction but, towards the end of the month, 
had begun to turn up again. A general lack of confidence 
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continued, based upon the prolonged uncertainties over 
the President's plan for altering the composition of the 
Supreme Court, other confused legislative projects, labour 
troubles, and the tenacious rumours of a reduction in the 
price of gold. With regard to the latter rumours, how- 
ever, it was apparent by the end of May that the United 
States markets were far less concerned over this prospect 
than were foreign markets. 

It may be stated with confidence that there is no 
prospect of unilateral action by the United States 
Government to reduce the price of gold. This project 
has been thoroughly canvassed and found impractical 
for a number of reasons. In the first place, the effects 
of the recent rumours have settled whatever doubts may 
have been held of the deflationary consequences of such 
a move. However much it may desire to forestall 
boom, the Roosevelt Administration has no desire to 
deflate, and especially no desire to deflate agricultural 
prices. In the second place, it has been decided that 
the chances of securing the desired result from a cut in 
the gold price, namely, a cessation of the flow of gold to 
this country are highly problematical. It is felt that the 
freedom of action still retained by the British with 
respect to monetary matters would make it possible for 
England to nullify any unilateral action on gold taken 
by the United States. 

In short, a reduction of the gold price by the United 
States Treasury would involve the risks of severe 
deflation at home, the certainty of substantial book- 
keeping losses by the government on the $12,000 millions 
of gold it now holds, and the disruption of the Tri- 
partite agreement and whatever stability in foreign 
exchange now exists. Also, in all probability, it would 
fail in its objective. 

A concerted reduction of the gold price by inter- 
national action might avoid some of these penalties, but 
there is apparently little prospect of such an event. 
Under the circumstances it appears that the government 
has resigned itself for the time being to the necessity of 
further large borrowings to absorb the gold being sent 
here from abroad, chiefly London. In the meantime 
some efforts are expected to be made to reach an agree- 
ment for the curtailment of gold production, as suggested 
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in the annual report of the Bank for International 
Settlements. 

The deflation of bank credit, due chiefly to liquidation 
of holdings of government securities by the banks, which 
had been going on for several months has continued, but 
as a slower pace. Sales of Government securities by the 
New York City banks, which had been uninterrupted since 
the middle of February, came to a halt in the final week 
of May and late in that month there appeared to be some 
expansion of business loans, although the situation was 
slightly obscured by a change in the form of the weekly 
statistics relating to member banks of the Federal 
Reserve System. The position of the reporting banks in 
101 leading cities, with changes for the past month and 
year, where available, is show in the following table :— 


(In millions of dollars.) Increase or Decrease 


since 
May 26, April 28 May 22, 
1937. 1937. 1930. 

Demand deposits adjusted -. $15,528 +140 +-966 

Deposits of foreign banks ia 553 + 46 +175 

Total loans and investments... 22,182 — 20 +368 
Commercial, industrial and = 

culturalloans .. 4,232 ' - 
Loans to brokers and dealers in 

securities 1,324 +170 
U.S. Governments direct and in- 

direct .. ms oe a 9, 407 — 78 —743 

Other securities .. ee i — - 43 —II9g 

Reserves .. wi a - 5.3 - 40 +-695 








Ce omparison not avail: ible. 


As will be seen some of the items above are not 
comparable with the figures for previous dates. The 
new items are commercial, industrial and agricultural 
loans, which were previously included in a larger item 
called ‘‘ other loans,’ and loans to brokers and dealers 
in securities which, in the figures used here, had been 
included in a total item of security loans. 

The May I increase in reserve requirements of 
member banks of the Federal Reserve System reduced 
excess reserves from about $1,600 millions to about 
$875 millions. Subsequently the figure rose to $940 
millions, but at the beginning of June it slipped back to 
about $890 millions. “Adjustment to the new schedule 
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of reserves was accomplished easily and the relaxation 
of the money market, after the tension that had preceded 
the change, led to a small reduction in bankers’ accept- 
ance rates on May 7. This was, incidentally, the first 
decline in bill rates since October, 1934, and followed a 
series of four consecutive rises earlier in the year. 

Two important bills directly afiecting banks were 
introduced in Congress in May, both in the face of con- 
siderable opposition from bankers. One, known as the 
Trust Indentures Bill of 1937, seeks to provide for close 
government regulation of corporate trustee work, in- 
cluding the establishment of standards for trust inden- 
tures and a prohibition against “‘ conflicts of interest ”’ 
on the part of banks acting as trustees. While the 
measure stops short of the complete divorcementof trust 
business and commercial banking which had _ been 
threatened, it appears to bankers to approach this result 
by the standards it sets up for determining whether a 
conflict of interest exists. It appears that under the 
bill, if it is enacted, it will not be possible for an institution 
to be at once the banker for a corporation and the trustee 
under indenture of one of its bond issues. Faced with 
such a choice in the case of the larger corporations most 
big banks would be likely to give up their trusteeships. 

Another bill, or rather two bills, introduced by 
Senator McAdoo of California, presumably with the 
blessing of the Bank of America interests in that State, 
seeks to provide for the extension of branch banks 
across State lines but within Federal Reserve districts. 
As might be expected the unit bankers of the country 
are up in arms at this proposal and are organizing a 
determined fight against it. 

Although some further extension of branch banking 
seems to be an obvious solution of some of the weak- 
nesses in the American banking structure, every proposal 
in this direction is bitterly opposed by the banking 
community. Something might have been done in this 
line at the time of the banking reforms following the 
bank holiday in 1933; but now that the banks are once 
more in a strong position and the independent bankers 
have recovered from their “ shell shock,” the task of 
extending branch banking appears insuperable. In their 
determination to yield nothing in this direction the 
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iienalins of bankers are even opposed to any serious 

proposals for research in the field of banking, for it is 

their contention that research always turns out to be 
‘ propaganda ”’ for branch banking. 

Nevertheless an ambitious project for banking re- 
search has been formulated by the Association of 
Reserve City Bankers in collaboration with the National 
Bureau of Economic Research. It is planned to under- 
take a five-year study, involving a comprehensive survey 
of the financial structure and other researches which 
would be calculated to throw light upon the changes 
which have occurred in banking and finance in recent 
years and, presumably, to equip the banking community 
to play a more intelligent and positive part in influencing 
future banking legislation. 


French Banking 
By M. Mitzakis 


*.* This report was received immediately prior to 
M. Bluin’s resignation.—Editor, THE BANKER. 


HROUGHOUT May the efforts of the French 
T financial authorities to lower money rates met with 

such difficulty that it became evident at the 
beginning of June that the task was hopeless and that 
owing to budgetary considerations, tighter money con- 
ditions were inevitable. A fresh fall in rentes to a level 
well below that prevailing before the last devaluation 
of the franc constituted one of the indications of the 
coming financial crisis. In fact, in face of a growing 
nervousness in the foreign exchange market, accompanied 
by a sharp widening of the discount on forward francs 
on June 12 and 14, up to 5 francs for three months, the 
Board of the Bank of France decided at a special meeting 
on Monday, June 14, to raise the Bank rate from 4 to 
6 per cent. and the rate on advances on securities from 
5to7 percent. For this reason the table on the following 
page indicating money conditions prevailing at the end of 
May, no longer represents the actual conditions prevailing 
in the market. 
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The increase of the bank rate and the rate on 30 days’ 
advances on securities from 4 to 6 per cent. entailed a 
rise in Treasury bill rates, and other interest rates adjusted 
themselves accordingly. The Paris money market is, 
therefore, after a year’s experience of Front Populaire, 
in the same state of monetary tension as existed towards 
the close of M. Sarraut’s term of office, with the difference 
that in the meantime a second devaluation of the franc 
has taken place. 





End of End of End of 
March, April, May, 
1937 1937 1937 
Banque de France rediscount Pig A 4% 4% 
rate a é* 
Market rate of discount ind 44 4} 4} 
Day-to-day money ‘so 3% 3? 4 
Loans on Bons de la Défense 
Nationale : 
Market rate for one month 4ty 4} 35 
Market rate for 3 months 4} 4} 4 
Rates on loans on securities :-— 
On the Parquet .. ar 54 44 33 
On the Coulisse  .. we II ot 7% 


Two causes of both political and financial nature 
explain the disquietude responsible for the rise in money 
rates. In the first place, since the beginning of May 
rentes have declined to such an extent that the 3 and 4 
per cent. loans touched the quotation of 60, which is 
without precedent since the years of 1924 and 1926. 
The 4 per cent. loan of 1925 with guaranteed exchange 
declined below 85 francs and the new 44 per cent. loan 
with guaranteed exchange declined to go, that is, 8 
points below its price of issue. This gave rise to fears 
of a forced conversion, which have become intensified 
by the uninterrupted increase of the public debt. 

On May 25 M. Vincent Auriol declared that the 
liquid reserves of the Treasury amounted to only about 
Frs. 2 milliards. In the meantime the end-of-May 
maturities had to be covered and the Finance Minister 
once more had to decide whether to resort to loans, 
taxation or other expedients. Apart from the unused 
reserve of about Frs. 2 milliards with the Bank of France, 
the Treasury possesses substantial borrowing facilities, 
but the situation of the recently issued 43 per cent. loan 
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and the alarmingly low rate on rentes in general does 
not in the least provide encouragement for capital to seek 
investment in Government loans after the recent sub- 
stantial losses. There remains, therefore, the alternative 
of new taxation or monetary inflation. 

The Government schemes which are at present 
being discussed in Parliament with some _ hesitation 
constitute a new fiscal effort and the temptation to 
increase borrowing from the Central Bank has so far 
been resisted by the new Board of the Bank, which has 
become as orthodox in its decisions as the old Regency 
Council, often accused of serving the interests of the 
‘200 families ’’ whenever it raised the rediscount rate 
for the requirements of the defence of the currency. 
Apart from new measures for the suppression of fiscal 
fraud and evasion of capital seeking refuge abroad, direct 
taxation will be increased further, affecting especially 
the incomes which are considered anti-democratic. Cer- 
tain indirect taxes and especially ad valorem duties, will 
also be increased. The reorganisation of railways is also 
under consideration and will be accompanied by a fairly 
substantial increase of railway tariff, which would cost 
the Government some of its popularity before the masses. 

On the basis of the estimates of the Finance Minister, 
about Frs. 19 milliards will be required by the Govern- 
ment before the end of the year, apart from the Frs. 4 
milliards borrowed in London, which will be due for 
repayment towards the end of the year. The financial 
projects submitted to Parliament would only yield in 
theory Frs.6 milliards. Although the Chamber voted 
the special powers asked for by the Government on 
June 17, it was only after an impassioned debate, in the 
course of which the Communist party nearly abstained 
from voting, thereby wrecking the unity of the Front 
Populaire, as a gesture of protest against measures 
tending to raise the cost of living. The outlook of French 
public finance is, therefore, very gloomy at the moment. 
The debate, which was inaugurated during the second 
half of June may proceed to be decisive for the future 
tendency of French politics. The majority of the 
Chamber remains on the whole inflationist. The Senate, 
on the other hand, is anti-inflationist and, in fact, more 
and more deflationist, as during the term of office of 
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M. Laval, whose meritorious experience of a reduction 
of budgetary expenditure throws the present state of 
affairs into strong relief. However, out of respect for 
the national will, the Upper Chamber would hesitate 
to overthrow a Government, supported after one year’s 
experience by a large part of public opinion, including, 
of course, the working classes, which are most favoured 
by such legislature. It is, therefore, not impossible that, 
apart from severe warnings, the Blum Government may 
survive this new test until the summer, of which it still 
expects miracles from the Exhibition, which is going on 
stimulated by many speeches and inaugurations. 
Technically there is no reason why the fears of a new 
devaluation of the franc should be as well-founded as is 
claimed in opposition circles. The Bank return remains 
unaffected by the developments in the political arena 
and in the foreign exchange market. The gold reserves 
remain unchanged above Frs. 57 milliards, and Treasury 
advances remain around Frs.20 milliards. Between 
April 30 and June 3 the reserve ratio actually rose from 
54°71 per cent. to 55°56 per cent., as is shown by the 


following figures. End of End of End of 
Mar., April, May, 
BANQUE DE FRANCE 1937 1937 1937 
ASSETS. (in millions of francs) 
Gold Reserve ee : -» 57,358 57,358 57,358 
Foreign Exchange reserve (total) o- 5,580 1,096 1,037 
Sight oe - we iv ai 15 13 13 
Time ins ‘i es ~ o+ £,365 1,083 1,024 
Discounts (total) .. ‘a - .. 9,584 8,784 9,440 
Advances on bullion a - .. 1,098 1,098 1,098 
Advances on securities... e .. 3,697 3,917 3977 
Advances up to 30 days .. - “A 224 965 385 
Bonds of the Caisse Autonome .. .. 5,640 5,642 5,642 


Provisional advances to the State— . 
(a) Regularisation of previous advances 12,265 12,197 12,180 


(b) New advances ee és .. 7,800 7,800 7,800 
LIABILITIES. 
Note circulation .. .. 85,745 87,063 85,745 
Current and deposit accounts (total) .. 18,381 17,769 17,920 
Of which— 
Treasury .. ; bin “a - 74 322 ~=—s«I, 010 
Caisse Autonome. ai a - 2,002 2,322 2,144 
Private accounts - we oo 3gger 13,316 15,628 
Sundry .. » ws wie 78 g2 137 
Total of sight liabilities .. a .. 114,127 104,833 103,665 


Percentage of gold cover .. ae -. 55°09% 54°71% 55°33% 
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It goes without saying that the weekly bank returns 
do not give a true picture, since they do not indicate 
the fluctuations of the secret accounts of the Fond de 
Stabilisation. This institution, having for a brief period 
replenished its resources, has now lost practically all the 
ground it gained during the period of relative calm in 
March and April. It is not only speculation that has 
resumed its attack on the franc. The trade deficit is 
also increasing. Frs.1 milliard per month is considered 
a big drain on foreign exchanges and it is only inadequately 
offset by tourists’ spendings, unfavourably affected by 
the delays of the Exhibition. Psychologically the resig- 
nation of the two foreign exchange experts, and especially 
the principal among them, Professor Charles Rist, has 
also given rise to a certain pessimism. In a general way, 
in spite of the difficulties of the budget and the Treasury, 
the Government possesses from a monetary point of 
view several lines of defence, since it has not even 
adjusted the franc to its lower legal limit. There is 
more solid basis for recovery than a year ago. The 
present crisis is essentially a budgetary and _ political 
crisis, with a growing tendency for Government inter- 
vention in most spheres of activity, including the banks, 
which will probably be forced by decree to supply 
particulars regarding the commercial character of their 
foreign exchange operations. The idea of the measures 
would be to give satisfaction to a Government majority, 
which continues to attribute the financial difficulties of 
a country to the sinister manceuvrings of money power. 
M. Paul Reynaud, in the Chamber, paid a handsome 
tribute to the loyalty of the banks, recalling that they 
subscribed go per cent. of the last loan of Frs. 8 milliards. 





German Banking 


By a Correspondent 


HE latest German Government loan—the second 

this year—has closed with a favourable result. 
As in the case of the first issue early this year, 

it was possible to increase the amount allotted by 
Rm. 200 millions, so that the total allotted was Rm. 800 
millions against Rm. 700 millions for the first issue. The 
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successful issue is an indication of the persistent invest- 
ment demand in the absence of other investment facilities 
owing to the restriction on new issues. It was also due 
to the high degree of liquidity of the money market. 

This liquidity was indicated by the fact that the pay- 
ments of the calls on the new loan affected the money 
market for only a very brief period, while last year 
Government issues were followed by tight money con- 
ditions for months. In May, while the loan was sub- 
scribed and paid in, it was possible in one week to place 
four series of Treasury bills. The outstanding amount 
of promissory notes also showed a rapid rise in spite of 
its reduction in connection with the loan. It was only 
the end-of-month requirements towards the close of May 
that caused tighter money conditions and a rise in 
interest rates, and at the beginning of June conditions 
became easier again. 

The figures at the Reichsbank return also show an 
increased liquidity. It is true that during the first three 
weeks of May the repayments of loans to the Reichsbank 
were smaller than during the previous week, but these 
repayments were conside rably higher than a year ago. 
Allowing for the decline of securities eligible for note 
cover, the loans of the Central Bank increased by Rm. 781 
millions at the end of April against Rm. 564 millions at 
the corresponding date of 1936. Up to May 23, 86-2 
per cent. of these loans was repaid, against 70°5 per 
cent. a year ago. At the end of May the increase of 
lending was Rm. 573 millions against Rm. 583 millions 
last year. During the first week of June, repayment of 
these loans was very slow, but subsequently it became 
accelerated. By June 7 the repayments amounted to 
Rm. 268 millions against Rm. 329 millions a year ago, 
representing 46-4 per cent. against 58 per cent. last 
year. 

The German Gold Discount Bank showed a decline 
of the outstanding amount of its promissory notes by 
only Rm. 99 millions in May, although the banks used 
matured promissory notes to a large degree for payments 
for the new Government loan. There must have been a 
considerable amount of promissory notes newly placed. 
The amount declined during May temporarily below 
Rm. 1 milliard, but by the end of the month it was once 
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more above that figure at Rm.1,141 millions, against 
Rm. 1,240 millions at the end of April. Its maximum 
figure of Rm. 1,350 millions was reached during April. 
The bill portfolio of the Gold Discount Bank declined in 
May from Rm.1,896 millions to Rm. 1,855 millions. 
The Conversion Office for German external debts showed 
in May a further decline of its balances with the Reichs- 
bank from Rm. 165 millions to Rm. 148-2 millions, while 
investment increased from Rm. 373 millions to Rm. 406 
millions. 

The month of April, just before the issue of the second 
German loan, was characterised by a heavy increase of 
the liquid resources of the banks. It was due partly to 
persistent increases of deposits and partly to a decline of 
loans and a liquidation of investments, especially of 
Government loans, in connection with the increase of 
demand by the public. The outside resources of the 
five big Berlin banks increased in April by Rm. 54 millions. 
The deposits by customers increased by Rm. 80 millions, 
while deposits by other banks declined once more. 
Savings deposits increased by Rm. 12 millions. Among 
the assets, the increase of loans in March proved to be 
temporary. In April there was a decline of Rm. 67 
millions following an increase of Rm.71 millions in 
March. This change must have been connected with the 
situation in German industry. Industrial earnings have 
increased considerably. Owing to the limitation of 
dividends, industrial undertakings are able to finance 
themselves, to an increasing degree. Frequently large 
non-recurrent capital expenditure is written off imme- 
diately, especially in the motor industry. The yield of 
the few industrial public issues was not, as a rule, required 
immediately, and in the meantime it was used either for 
short-term investment in the money market or for the 
repayment of bank debts. The decline of the security 
holdings of the banks is also due to trade conditions, 
since it is now in many cases possible to unload securities 
acquired in connection with industrial restrictions. The 
result of these tendencies was a further increase of the 
bill holdings of banks by no less than Rm. 292 millions 
in April. The amount of bills maturing within more 
than three months has declined to some extent, contrary 
to its rising tendency during previous months. 
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International Banking Review 
SWITZERLAND 

‘Ts liquidation of the banking difficulties caused 

by the prolonged resistance to devaluation is 

making progress. After the reconstruction of the 
Banque Commerciale de Bale, another leading Swiss 
bank, Leu & Co., Zurich, has now been reconstructed, 
and the moratorium, which had to be extended twice, 
has come to an end. The first moratorium was granted 
in January 1936, owing to heavy withdrawals of deposits, 
and the large amount of frozen German credits. To wipe 
out losses, shares amounting to Frs. 10 millions, which 
are in possession of a bank, will be cancelled and the 
share capital will thereby be reduced from Frs. 40 millions 
to Frs. 30 millions. From that figure it will be written 
down to Frs. 6 millions by the reduction of the nominal 
value of each share from Frs. 500 to Frs. 100. Subse- 
quently the capital will be increased to Frs. 7 millions 
and the new shares will be taken up by the members of 
the Board. The claims of creditors will be reduced by 
35 per cent., but creditors will receive 15 per cent. in 
preference shares of the reorganised bank. The total 
preference share capital will amount to about Frs. 
18,500,000. The remaining 20 per cent. of the claims 
will give creditors a share in the net profit of the bank 
and in the proceeds of the liquidation of its frozen assets. 
Claims up to Frs. 1,000 will be repaid in full. 


SWEDEN 


As foreshadowed last month the Riksdag has now 
adopted the Government’s law proposition, according to 
which a certain part of the joint-stock banks’ cash reserves 
should be immobilized at the Bank of Sweden. The law 
is an emergency law, however, and will be applied by the 
Bank of Sweden only in case of necessity for prev enting 
a credit inflation. Since the international reaction on the 
raw material markets, which took place in April, has 
removed the inflation danger even in this country, the 
question of finding measures for checking the inflation 
has lost its urgency. 

The Swedish money market remained easy throughout 
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May and the joint-stock banks’ total cash and at Bank 
of Sweden holdings at the turn of the month amounted 
to Kr. 728 millions, an increase of Kr. 2 millions on the 
month. Of the “ big four’ a particularly liquid position 
is shown by the Stockholms Enskilda Bank, whose cash 
reserve reached the record of Kr. 240 millions, which 
corresponds to 60 per cent. of the Bank’s total deposits. 
The average Swedish ratio of cash to deposits in 1936 
was about 10 per cent. Though it is not inconceivable 
that the Stockholms Enskilda might have its special 
reasons for maintaining cash reserves of such a size, a 
more plausible explanation is that the bank, which has 
a comparatively limited number of customers, has some 
difficulty in finding suitable openings for employing its 
idle funds. The Svenska Handelsbanken, however, is 
obviously not under this difficulty, as its cash holdings 
amount to only 17 per cent. of her total deposits. 

A marked change over has been noticeable from long 
term deposits to sight deposits. Total deposits have 
increased, however, by Kr.11 millions to Kr. 4,057 
millions, which brings the increase in deposits for the 
current year up to Kr. 226 millions. On the other hand 
bank advances declined during May by Kr. 8 millions to 
Kr. 4,132 millions. Of the various earning assets the bill 
portfolio continued to increase. Mortgage loans also 
increased, while loans against stocks again declined, 
operations on the Stock Exchange being carried out 
chiefly on a cash basis. Total advances show a rise on 
the year of Kr. 168 millions, or about 3 percent. For the 
same period the index for Swedish wholesale prices 
(Silverstolpe index) has risen by 29 per cent. and the 
Swedish industrial production index by I1 per cent. 

The position of the Swedish krona has strengthened 
still further. Foreign banks’ deposits in Sw edish banks 
have declined from Kr. 275 millions to Kr. 262 millions, 
whereas other foreign customers’ deposits have a 
by Kr. 11 millions to Kr. 207 millions. No gold 
chases of importance have been made by the Bank y 
Sweden during May, but on the other hand the Bank’s 
foreign currency reserve shows a very strong increase. 
The net balance with foreign banks has risen from 
Kr. 237 millions to Kr. 266 millions and the foreign bill 
portfolio from Kr. 558 millions to Kr. 576 millions. 





106 THE BANKER 


Following the check to the rise in wholesale prices 
in Great Britain the question of a lowering of the present 
sterling rate, which a few weeks ago was taken into 
serious consideration by the Swedish Government, is no 
longer under discussion. 

ITALY 

It is understood that the reduction of the arrears 
through the working of the Italian clearing is progressing 
much more rapidly than was expected, owing to the 
large Italian export surplus to this country. It is believed 
that once the arrears are fully liquidated, the clearing 
agreement will be terminated and replaced by a payments 
agreement on the pattern of the Anglo-German payments 
agreement of 1934. When the agreement was originally 
negotiated, the Italian authorities insisted that it should 
not merely serve the purpose of wiping out arrears, but 
should continue to serve as a permanent basis of Anglo- 
Italian commercial relations. In the meantime, however, 
the Italian Government has changed its policy. It is 
now anxious to terminate its clearing agreements with 
countries that have no exchange restrictions. The 
attitude of the British Government has been all along to 
adopt clearing agreements solely with the object of 
collecting debts. For this reason, once the Italian 
arrears are cleared, the agreement will be terminated 
by mutual consent. This is to be deplored, since experi- 
ence with the voluntary payments agreement that 
operated before the compulsory clearing between this 
country and Italy was not very satisfactory. It resulted 
in endless delays and the accumulation of substantial 
arrears. British exporters who have been receiving 
prompt payment since the adoption of the clearing may 
have reason to regret the reversal to the old state of affairs. 


SPAIN 

The London banks received a circular signed by the 
San Sebastian branches of 12 Spanish banks, by which 
they were warned that the Basque Government intended 
to transfer the assets of private individuals kept by the 
banks from Bilbao to London. The London banks were 
called upon not to accept the custody of any of those 
assets. In reply the London delegate of the Basque 
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Government denied any intention of removing any private 
property from the banks to London. The Basque 
Government, in agreement with the heads of the Basque 
banks whose central offices are in Bilbao, asserts that 
the securities and other valuables withdrawn from the 
San Sebastian branches on the occasion of the evacuation 
of that town are safe and are at the disposal of their 
owners. 

Negotiations for the settlement of the post-clearing 
banking claims of the London banks, amounting to some 
{1,200,000 are believed to have reached an advanced 
stage and the conclusion of an agreement with the 
Valencia Government is expected shortly. While up to 
the present the Valencia Government has insisted that 
part of that claim should be paid out of the sterling funds 
accumulated on the clearing account in London, it is 
now possible that an agreement will be reached for the 
repayment of the whole amount in monthly instalments. 
As a result the chances of British commercial creditors 
receiving payment out of the sterling balances will 
improve considerably. 

ROUMANIA 

The negotiations initiated by the Governor of the 
National Bank of Roumania, M. Constantinesco, on the 
occasion of his London visit, have resulted in the con- 
clusion of a new clearing agreement with Roumania. 
The trade payments under the new agreement will receive 
additional allocations from anticipated surpluses on the 
provisions earmarked from the Roumanian Government 
debts which remained unchanged at 35 percent. Sterling 
is to be provided for the commercial arrears at the rate 
of £33,333 a month. More money will be available for 
the purchase of Empire goods by Roumania. 


JAPAN 

Japan is likely to have an adverse trade balance of 
600 million yen this year, of which 400 million yen will 
be covered by invisible exports. The Government will 
probably have to ship abroad gold to the value of 200 
million yen. Since the beginning of the year some 120 
millions of gold have alrez dy been shipped to the United 
States. At the same time the Government is making 
efforts to check the hoarding and smuggling of gold, 
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brought about by the fact that the buying price of the 
authorities has for long been well below the world parity. 
The Government enforced a strict embargo on gold 
exports and the Bank of Japan recently announced an 
increase in the buying price to within measurable distance 
of world parity. The Chosen corporation, the largest 
single producer, sells its output to the bank, but there 
are many smaller native producing concerns, some of 
which are suspected of having smuggled the gold or sold 
it for hoarding purposes. Legislative proposals are now 
being introduced in order to secure the compulsory sale 
of the total domestic gold production to the Bank of 


Japan. 


Books 


THE STATEMAN’S YEAR-BOOK. Statistical and Historical 
Annual of the States of the World for 1937. 
Edited by M. Epstemn, M.A., Ph.D. (London, 
1936: Macmillan & Co. 20s.) 

THIs is the seventy-fourth issue of this valuable 
reference book and as usual it has been carefully revised 
to show the changes which have taken place since the 
last issue in every country in the world, including details 
of banking and finance, production and industry, govern- 
ment, history, area and population. The major changes 
which have taken place in India are shown, Burma now 
receiving a separate section. This year there are two 
excellent maps illustrating recent happenings, one of the 
Sanjak of Alexandretta and the other of the provinces 
of Italian East Africa. 


PROSPERITY AND DEPRESSION. By GOTTFRIED VON 
HABERLER. Published by the League of Nations, 
Geneva, 1937. (London, Allen and Unwin, 7s. 6d. 
net.) 

PROFESSOR HABERLER’S book is the first of a series 
to be published by the Economic Intelligence Service of 
the League of Nations in an attempt to co-ordinate 
research on the problem of trade cycles. It gives a 
survey of the various theories on the subject. These 
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are grouped by the author under the main headings of 
purely monetary, over-investment, maladjustment, over- 
indebtedness, under-consumption, psychological and har- 
vest theories. The author has the vast literature on the 
subject at his finger-tips, and his survey will be of great 
value to the student and business man who has no time 
to read more than a fraction of the works one is supposed 
to know. 


PUBLICATIONS RECEIVED. 
BANKING AND CURRENCY. By ERNEST SyYKEs. 8th 
edition. (London, 1937: Butterworth & Co. 
Price 5s. net.) 


DAS GRUNDPROBLEM DER GELDVERFASSUNG. By Dr. 
FREIDRICH Lutz. (Stuttgart and Berlin, 1936: 
W. Kohlhammer. Price RM. 3.90.) 


NEUE KREDITPOLITIK. By HANS GESTRICH. (Stuttgart 
and Berlin, 1936: W. Kohlhammer. Price 
Rm. 3.60.) 


GRUNDPROBLEME DER THEORETISCHEN NATIONALOKONO- 
MIE. By HANns PETER. (Stuttgart, 1937: W. 
Kohlhammer. Price Rm. 6.80.) 


SOZIALPOLITIK ALS KRISENPOLITIK. By BERNHARD 
PFISTER. (Stuttgart, 1936: W. Kohlhammer.) 


A New Unit Trust 


NEW unit trust has been formed, entitled the Brewery 
A Unit Trust and units were on sale on Tuesday, 
June 22 at the opening price of 17s. 6d. The 
managers are London Management Securities, Ltd. 
The trust is fully cumulative and flexible, and is per- 
mitted to invest in 85 breweries, distilleries and com- 
panies engaged in allied trades, from which the managers 
expect in the first year a yield of 43 per cent. 
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EGYPT AND OTHER COUNTRIES 

The vear 1936 will be remembered for 
signature of the Treaty of Friendship and Alliar 
between Egypt and Great Britain. I think itn 
safely be said that the general economic cond 
of the country has improved 
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In Palestine during the first three 
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general political strike of the Arab population 
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Some Recent Lloyds Branches 
By Protessor C. H. Reilly 


“HE most interesting of the new Lloyds branches, 
photographs of which have reached me this month, 
is the new one at Hanley on the site of the old Town 

Hall. This latter was a mid-Victorian classical structure 
severe in its outlines and detail and obviously deriving 
from St. George’s Hall, Liverpool. With its blackened 
stone it was no doubt a dull and heavy affair yet it must 
have given an air of dignity and repose to this particular 
corner of a particularly ugly Staffordshire town. The 
scale of its four big Greek Ionic columns as well as their 
remoteness from any practical purpose must have made 
people pause in such surroundings. With its dirt and 
grime removed by sandblasting it could have been given a 
fresh lease of life. I fear the new bank by Mr. Hobbiss, 
sedate as it is, can hardly have the same effect on the 
inhabitants, though care has been taken to provide a 
clock for those who relied on the one in the pediment 
of the old hall. It is a good solid structure of two 
storeys of brickwork above a stone one with its central 
projecting mass boldly stepping out on to the site 
of the old portico. This central mass too offers very 
decently a curved front in this advanced position instead 
of a hard rectangular one—a modest and pleasing gesture 
in a private building superseding a public one. The cur- 
ved mass so formed also blends with the two rectangular 
ones projecting behind it far better than another rectangu- 
lar one would have done. These masses of brickwork look 
solid and strong with plenty of plain brick wall between 
and over the window openings to show them off. The 
main cornice has wisely been kept small, indeed it is hardly 
more than a band, which still further allows the mass of the 
brickwork to be felt. Indeed the detail throughout of its 
traditional Georgian kind is simple and unaggressive and 
shows evidence of having been carefully studied both for 
its position and in relation to the whole composition. 
Yet one cannot help regretting the decision of the direc 
tors (if it was their decision) to pull down the Town Hall 
at all instead of adapting its interior to their purposes. 
Judging from its exterior here was a ready made bank 
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in the best classical manner beloved of bankers of which 
one can imagine the town was very fond. The Bank otf 
Montreal faced with a similar problem for its headquarters 
bravely adopted the old civic building and made such 
further additions as it needed at the rear. Good as 
Mr. Hobbiss’ building is of its kind it is not in the same 
class as the one it replaced. He, I am sure, would be 
the first to admit this. If banks can adapt themselves to 
half timbered Tudor living houses in order to preserve 
them, as we found the National Provincial doing last 
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PHikkK HANLEY BRANCH 


month, it would surely have been an easy matter to have 
adapted this solid classical building already in the best 
Lombard Street manner of a few vears ago. | am atraid 
Lloyds have here lost an opportunity of doing a public 
service While at the same time providing themselves, 
accordingly to British banking practice, with what looks 
like a highly suitable building. 

At Cambridge Lloyds appear to have added recently 
to what was once [Foster’s Bank, a picturesque Victorian 
affair with a tower by the late Alfred Waterhouse, I.A., 
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the designer of the National History Museum, that 
unique monument of unsuitability to purpose, and of the 
equally unsuitable buildings for most of the northern 
universities and for all the Prudential Insurance offices, for 
which indeed in Manchester and Liverpool the univer- 
sities are often mistaken. To this original structure his 
son, Mr. Paul Waterhouse, better remembered for his 
oratory than for his architecture, added a few bays and 
now Messrs. Cautley and Barefoot of Ipswich have added 
some more. Of all this one can truthfully say that the 
most recent is the most decent. It is certainly the 
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THE OLD TOWN HALL, HANLEY. 


plainest which is a blessing and its smaller gables skip 
round the corner less clumsily. How super ior, however, 

in its quiet dignity and simplic ity is the arch eologically 
absurd Georgian Gothic of Christ’s College across the Way. 

That is only Gothic in name and in its battlemented para- 
pets. All the rest is sane commonsense. This Bank, no 
doubt, isin much more learned Gothic, but, with its correct 
mullioned windows and leaded lights, is for banking pur- 
poses, where light is presumably required, very much less 
sane, 


K 
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Plantation House in Fenchurch Street, where Lloyds 
occupy the ground floor, is just an ordinary pompous 
office building, neither better nor worse than many 
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1? tects Messrs Cautles Barefoot 
THE CAMBRIDGE BRANCH 


similar buildings in the City. The big scale gives no 
doubt useful windows to the Bank which fortunately 
occupies the least pretentious part of the front. That it 
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shares the entrance with a produce exchange behind, 
accounts let us hope for the plentiful bunches of fruit 
with which the architrave to the doorway is bedecked. 


Architect Messrs. Cautley & Barefoot 
ANOTHER VIEW OF THE CAMBRIDGE BRANCH 


The Bolton branch, by Messrs. Wynne, Thomas & 
sutton of that town, is no doubt an irreproachable piece 
of bank architecture but it must be admitted rather a dull 
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one. The most amusing thing about it is the way it has | 
had a leg amputated. Assuming it to be a four legged 
beast one of its hind ones has gone, but the quarter of the 





irchitect Mr. Albert W. Moore, F.R.1.B.A. 
THE BRANCH AT PLANTATION HOUSE, FENCHURCH STREET 


animal it should support appears nevertheless completely 
unconcerned. I[t runs on above the intruding shop 
unsupported but without a quiver. The upper windows 





Bankers everywhere prefer 


mae BURROUGHS MACHINES 


the 





WASTE, SUPPLEMENTARY LISTS 
AND GENERAL LISTING 


Burroughs Couble-Record Duplex Machines 







Preferred by bankers everywhere because their 
flexibility permits of their use in the waste and 
other departments 





POSTING LEDGERS AND STATEMENTS 


Burroughs Posting Machines 


Post, prove and journalise customers’ ledgers and 

statements in one operation. Many automatic 

features provide the highest known efficiency, 
simplicity and economy. 







REMITTANCES, LEDGER TRIALS, 
HOME SAFE RETURNS AND GENERAL LISTING 


Burroughs Desk Machines 


Bankers are finding these Desk Adding-Subtracting 

and Desk Duplex Machines an indispensable aid to 

their daily routine of preparing remittance and 

clearing lists, trial balances, returns and many 
other jobs. 












GENERAL UTILITY—LEDGERS, STATEMENTS, 
WASTE, LISTING, RETURNS, ETC. 


Burroughs Typewriter Accounting Machines 






This type of machine is recommended where type-written 

description is desired. Ideal as an all-purpose machine 

for che small branch, or for specialised work such as 
trustee accounting, foreign accounts, etc. 


There are many other Burroughs machines designed 
to meet every figuring need in banks. The nearest 
Burroughs Office will be glad to assist you at any time, 


“| BURROUGHS ADDING MACHINE LTD.,136 REGENT STREET, LONDON, W.| 


Burroughs 
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remain meticulously in order one after the other and even 
the little dentil blocks of the cornice are untroubled. 
One can only say that this is a very sedate building 
kee ping a straight face under very difficult circumstances. 

The Southport branch, by Messrs. Tonge & Holt of 
Liverpool, in being in flourishing Southport instead of in 
poor depressed Bolton, is rightly and almost necessarily 
a gayer structure. Like the Bolton building it follows at 
a little distance the classical tradition for a large domestic 
structure established during the Renaissance in Italy. 





THE BOLTON BRANCH 


Such a building as this is, of course, remotely connected 
with the Farnese palace. It is a sort of poor relation of the 
evreat with smaller stories and a lesser scale everywhere. 
Admitting this and allowing for the difficulties poor 
elations always make with their worrying petty ideas 
unrelated to the grand manner of life, this is not a bad 
building. Ina School of Architecture with a good library 
if one set such a problem in a past manner one would 
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: PARIS 
oye % INTERNATIONAL EXHIBITION, 1937 
© | fraaition 3 
ed. 4 ) 
a " ® The Palace of Travel 
oc 4 Architect : M. SARDOU 
of The progress of a bank is : 
: ; ; HE tourist industry in France will be 
- largely dependent om ils 4 well represented at the Paris Exhibition 
ily ability to serve the public. thanks to M. Pierre Audigier and the 
a a ° ° co-operation of the Commissariat g“néral au 
- The National Provincial Tourisme, the Centre National d k sonnaken 
oi | Bank has a proud record we ig ai ae “ ¢ ic aay 
: anc oO e arge org: Sc ons IcLu¢ g 1¢ 
'Y. | & extending over 100 years railways. M. Sardou has designed a magni- 
| ; 3 ° hice building for this purpose Bea ] 
| which has ensured a solid ae wr ern Day . ; a P1 oon 
° decorate the interior. The lower ground floot 
foundation for the modern will be given up to an exhibition of safety 


measures in travel. On the ground floor there 
will be an enquiry bureau, under the direction 
of the Centre d’Expansion du Tourisme, 
which is to distribute freely vast quantities of 
pamphlets, now in course of preparation 


banking service it is 
able to offer 
to-day 
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NATIONAL 
PROVINCIAL 
BANK 


LIMITED 





Architect : M. Sardou 


There will also be offices for issuing tickets, 


reservations, etc., for the French railwav, 

St shipping and air services, and an international 

enquiry office with information regarding 

travel facilities to all parts of the world. The 

) Pavilion occupies an important position at 

Head Office: one of the main entrances to the Exhibition 

near the Pont d’Alma (on the left bank of the 

15, Bishopsgate, London, E.C.2 Seine). The tourist industry will also be 

i represented in the exhibitions of the various 

ted French districts, and a Palace of Thermal 

the Baths close to the Travel Palace will complete 

. T 4 the picture of the benefits to be derived from 
Te. travel in France. 

”) 

-_ i iis MAY to NOVEMBER, 1937 
Pas | a NUMEROUS ARTISTIC, SCIENTIFIC, 
ad COUTTS & CO. LITERARY AND SPORTING EVENTS 
iTV GRINDLAY & €O., LTD. All particulars from Official Information Bureau at Galeries 


Lafayette of Regent Street, W.!. Tel. : Regent 5520 


Also from French Railways and Tourist Office, 179 Piccadilly, 
W.1!, and all Travel Agencies. 
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not pass all the detail. One could insist with help of the 
books on getting a more stable relation between each 
separate part and the whole. The conflict in scale, for 
instance, between the thin fluted pilasters to the ground 
floor (the bank storey) and the main cornice and more 
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i Messrs. Tonge & Holt. 
THE SOUTHPORT BRANCH. 
particularly with blocking above it on the canted corner, 
would be pointed out and disallowed. I think the design 
master, however, would say that the two flanks and partic- 
ularly the longer one, once one has got away from the 
coarsely rusticated canted corner, were pretty good. 








